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THE COMMONWEALTH AND 
THE WORLD 


HE gathering of Empire Prime Ministers which is to 

take place this spring in connection with the jubilee of 
the King’s accession to the throne will be the most impor- 
tant Imperial Conference since 1926. That Conference 
laid down the principles upon which the British Common- 
wealth itself was to rest. The forthcoming meeting, 
though not technically an Imperial Conference, will be 
called upon to lay down the basis for the future foreign 
policy of the Commonwealth in the very changed con- 
ditions that have come into being in the last nine years, 
Since 1920 the foreign policy of the Empire has been to 
make the best of the League of Nations, and since 1922 of 
the Washington treaties, though the United States did not 
belong to the one and Russia did not support either. 
To-day, however, Japan has denounced the Washington 
treaties, thereby casting the Pacific problem once more into 
the melting pot, Germany has upset the post-war basis of 
European stability by beginning to re-arm, and both have 
immensely undermined the practical utility of the League 
of Nations by renouncing their membership, though the 
harm has been somewhat lessened by the adherence of 
Russia. 

It is quite clear that decisions of the utmost gravity, 
affecting the policy to which both Great Britain and the 
Dominions are to commit themselves in Europe, in the 
Pacific, and towards the collective system generally, will 
have to be taken in the near future. More than ever the 
British Commonwealth is the chief unifying and stabilising 
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factor in the world. But it will only maintain that position 
if its members are agreed among themselves both about the 
facts with which they have to deal and the policy which they 
will jointly pursue. 


I. Tue Prositem or Europe 


ROM 1920 to 1933, Europe was stabilised on the 

basis of the frontiers laid down in the peace treaties 
and maintained by the military preponderance of France 
and her eastern European allies. Part V of the Treaty of 
Versailles required the reduction of Germany’s army to 
100,000 men and the abolition of most of its offensive 
armaments, including all military aviation. The Treaty 
imposed no equivalent obligations on the Allies, though it 
contained a general promise that in due time they also 
would disarm ; in point of fact none of them, with the 
partial exception of Great Britain, has done so. France, 
Poland and the Powers of the Little Entente have main- 
tained armaments which gave them complete military 
preponderance over Germany, so long as she obeyed 
Part V of the Treaty, and Italy has also maintained a 
formidable army. Though the League of Nations has done 
much to increase mutual understanding and to solve many 
of the minor problems that have arisen, the peace of Europe 
has rested fundamentally on the fact that the beneficiaries 
by the victory of 1918 have had an absolute military 
ascendancy while the defeated Powers have been almost 
defenceless. 

It is this situation which Germany under Hitler has 
determined, indeed has begun, to end by not only 
demanding “equality” but taking it, by re-armament 
in defiance of the terms of the Treaty. Her argument is 
that the Treaty itself was “imposed,” that the other 
signatories have lost their moral right to demand her com- 
pliance because they have not carried out their own 
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declaration that they themselves would disarm, in order 
to bring about world disarmament, and that so long as she 
is disarmed and defenceless she has no real bargaining 
power in negotiation, no real influence at Geneva, and no 
effective means of securing her rights. Equality in status, 
without equality in power, which was the method unwill- 
ingly followed by Stresemann and Briining, while it gained 
for Germany certain relaxations in the Treaty, never 
touched the vital aspect of equality. Equality in status, to 
be complete, must be accompanied by equality in power. 
As the efforts to reach equality in power by the road of 
disarmament have invariably been blocked by the resolute 
refusal of France to disarm, the Germans had, they say, 
no option but to withdraw from the Disarmament Con- 
ference and the League of Nations. They did so when, in 
October, 1933, the first departure was made from the 
agreed British proposal for giving effect to the principle 
of “equality in a régime of security,” which had been 
accepted in the previous December; and they began to 
re-arm when M. Barthou rejected the very moderate 
German proposals for arms equality on April 17, 1934. 

So the basis on which Europe has been at peace for 
fifteen years is rapidly disappearing. That is the cause of the 
crisis confronting Europe to-day—the most ominous mani- 
festation of which was the imminent danger of war that arose 
over the future of Austria at the time of the Dollfuss 
assassination by Nazi volunteers last summer. What is the 
solution ? 

There is first of all the traditional French solution—to try 
to maintain a military combination round Germany which 
will be too strong for her toattack. This is partly a return to 
the traditional policy of Richelieu and partly the result of 
recent events. The essence of the psychological problem 
in post-war Europe is that, regarded as the last of the many 
duels between France and Germany, the Great War ended 
in a victory for Germany and a defeat for France. Nothing 
but the whole strength of the British Empire and the 
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rapidly growing might of the United States, coupled with 
the immense.strength of France herself, sufficed to drive 
the German army back from French soil. This inability 
of France to defeat Germany by herself in 1914 was but a 
repetition of her experience in 1870. Hence the unending 
insistence of France on “ security ” as the condition of her 
agreement to “ equality.” In the light of the verdict of 
1870 and 1914, and of the fact that Germany has a popu- 
lation fifty per cent. larger than that of France and a much 
larger industrial equipment, German “ equality ” spells 
French “ insecurity,” unless France can put into the line 
some other military formations, in the shape of alliances 
or “ pacts ” carrying military obligations. Hence her efforts 
to induce Great Britain to strengthen the Locarno treaties, 
or enter into specific obligations to enforce an arms limita- 
tion convention, or otherwise commit herself to throwing 
her sword into the scale in the event of a Franco-German 
war. The Locarno treaties—which are in effect to-day 
a British engagement that if Germany attacks France or 
Belgium she will range herself on their side—are, for France, 
not enough. What she is frightened of is that Germany, 
once she has equality in armed strength, which means more 
than equality with France in potential strength, will proceed 
to absorb or dominate eastern Europe by her superior army 
and become once more the Power which can strike down 
any of her great European neighbours so long as they are 
not all united against her. Hence the efforts made by M. 
Barthou and now by his successor to add to the alliances 
between France and the Little Entente a military 
combination which will include Russia and Italy as well 
(especially as Poland has now practically swung into the 
German orbit), and also to secure such a strengthening 
of the Locarno treaties as will ensure their having the 
same effect, in a crisis, as did the Entente Cordiale in 
1914. 

This action on the part of France is perfectly intelligible. 
But it is extremely dangerous, for it leads logically to the 

220 





The Problem of Europe 


old vicious spiral of competitive armaments and war. On 
the one side Germany will strengthen her armaments to 
secure equality and eventually break out from a hostile 
encirclement. On the other side France and her associates 
will enter into more binding military arrangements in order 
to have that preponderance necessary to offset Germany’s 
advantage of “interior lines,” which enables her to defeat 
her smaller neighbours in detail once war breaks out. As 
the competition intensifies, nations have to side with one 
group or the other, suspicion increases, the factor of time 
or of getting the blow in first becomes more and more 
important—an element the danger of which is increased a 
thousand-fold by the development of the air arm. Finally, 
mobilisation is ordered somewhere by a knave or a fool or 
is forced by an accident. Then, as the old saying runs, the 
guns will begin to go off by themselves, There will be a 
repetition of what happened in 1914. No sooner had 
Austria-Hungary ordered mobilisation to enable her to 
enforce her ultimatum to Serbia, after the assassination of 
the Archduke Franz Ferdinand, than Russia felt that she 
had to mobilise in order that she might not be defenceless 
as against a mobilised Austria-Hungary. No sooner had 
Russia begun to mobilise than Germany felt that she had 
to mobilise lest she should be caught as the nut between 
the crackers of the Franco-Russian alliance. No sooner 
did Germany begin to mobilise than France did so also, 
Directly Germany’s mobilisation was complete her armies 
were sent headlong through Belgium to the attack on 
France, in accordance with the Schlieffin plan for German 
“ security,” which depended on the ability of the German 
army to defeat the French member of the alliance before 
the slowly mobilising Russian army was ready to move, and 
then to return to the eastern front before Russia could 
reach Berlin. 

This kind of situation is bound to repeat itself whenever 
the competition in arms begins again. Only next time the 
danger will be far greater, because the temptation to obtain 
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security and advantage for one’s own side by annihilating 
the enemy’s capital and nerve centres from the air before 
he can strike at one’s own will be immeasurably greater, 
and the danger of delay and the consequent power of 
rumour in deciding policy will be greater also. 

The only remedy for this vicious spiral is the principle 
embodied in the League of Nations. For the essence of 
the League idea is that Europe should regard itself as a 
community, all of whose members are possessed of 
“equality” and are pledged both to solve its internal 
problems by the procedure laid down in the Covenant, 
and to put into operation both Article 19, which provides 
for the modification by pacific means of treaties which are 
out of date and a danger to peace, and Article 16, which 
provides for joint action to restrain an aggressor who tries 
to take the law into its own hands by going to war. 

We are a long way from establishing the League as an 
effective instrument even in Europe and far less in the 
world to-day. But there is not the slightest doubt that 
the restoration of the League idea is the only hope for 
lasting peace in Europe and the only possible policy for 
Great Britain and the British Commonwealth to pursue. 
To take sides in a new competition in armaments, to enter 
into commitments to either group, so that if it decides to 
press the button for war it can be sure of bringingin Great 
Britain on its own side, would simply make automatic 
Great Britain’s participation in an inevitable war. Nothing 
but proof positive of malignity on the part of Germany 
would warrant Great Britain in joining now a combination 
whose sole purpose was, at any cost, to maintain in per- 
petuity a military preponderance over Germany. Short 
of such proof, if the nations of Europe determine to divide 
that continent into two hostile groups, each seeking 
security for itself in armaments trained against the other, 
the only course would be for Great Britain and the Common- 
wealth, while maintaining adequate defensive armaments, 
to proclaim their detachment from commitments to either 
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group until League principles were once more put into 
practical operation. 


II. A New Approacu to European PEAce 


ORTUNATELY the Anglo-French declaration of 

February 3 and the welcome it received in most of 
the capitals of Europe seem to indicate that a serious effort 
is going to be made to discover a new basis for European 
peace and stability, based on agreement and equality and 
not on an attempted domination of one side over the other, 
with its inevitable consequence, a new race of armaments. 
Though the practical difficulties of bringing all the Euro- 
pean Powers into line is clearly very great, there is one 
basic foundation on which it should be possible to build, 
and that is that none of the European Powers wants war. 

Certainly none of the democracies wants war—France 
least of all. All the small Powers—except possibly Hun- 
gary—are desperately afraid of war because in a war their 
rights and independence may be trampled down by the 
larger Powers. Is it the same with the three large dictator- 
ships? Russia does not want war because, whatever 
her ultimate policy, she wants time to work out and organise 
her communist experiment without interference within 
her own boundaries. She needs no territory. She con- 
tains almost all the foodstuffs and raw materials she needs, 
though not all of her resources are yet exploited. It will 
take her several decades to bring the standard of living of 
her people up to the western European level, even if the 
communist system is capable of doing it at all. Russia, 
for the time being, asks only to be left alone. 

It is the same with Italy. Though there is a strong 
vein of imperialism in Italian fascism—the result of the 
Roman tradition—and though Italy needs either foreign 
markets for her products or territory for her growing 
population, she does not want war in the world as it is 
to-day. She has not the coal and iron to enable her to 
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carry on a war without externa] supplies. It is by no 
means certain that the régime will be stable when Mussolini 
goes. Italy wants revision of the treaties, but by pacific 
agreement and not by a general war, which might well 
bring Germany to the Brenner Pass. 

It is the same with Germany. Another article in this 
issue* examines in greater detail the reasons for believing 
that the Germany of Herr Hitler does not want war. 
National socialism has been the outcome of defeat in the 
war, the “dictated” peace of Versailles, the Ruhr invasion 
and the consequent inflation, the battle in the streets 
fought with communism, the failure of the Republic to 
hold the allegiance of the people as against the two extreme 
parties, and finally the depression. Like the other party 
dictatorships national socialism has its own ideology. It 
seeks to unite and discipline the tribes and peoples of 
Germany on the basis of a vehement race nationalism, 
which is why it has persecuted so ferociously Jews, com- 
munists and pacifists, yet recognises the right of self- 
determination of all the other races of Europe, provided 
the frontiers are properly drawn. Thus Hitler’s first act 
was the pact with Poland, which removed the Corridor as 
a potential source of war for ten years and has led to a 
remarkable fraternisation not only between Berlin and 
Warsaw but also between the Poles and Germans in eastern 
Europe. 

Hitlerite Germany does not want war. She is in rapid 
evolution, There is a grim struggle going on between 
the vehement and inexperienced Nazis and the older 
elements in Germany such as the Reichswehr, the bureau- 
cracy, and industry and finance. The new form of the 
German state is not yet clear, The National Socialist 
party, too, like the Communist party in Russia and the 
Fascist party in Italy, wants time in which to train and 
discipline the youth of the country in its own ideas. The 
army has few reservists and will take seven or eight years 

* See below, p. 282. 
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in which to reorganise itself. There is a tremendous 
task of economic reconstruction to be carried through, 
and the Fiihrer and most of the leaders remember too well 
what the last war was like. So Nazi Germany does not 
want war, if only because war would be to play into the 
hands of its arch-enemy—communism. What is more, 
she will continue not to want it if there is a reasonable 
chance of securing certain “ revisions” of the Treaty by 
peaceful means. 

Thus there seems to be a good foundation for an effort 
to stabilise Europe and limit armaments on a basis of 
equality—limitation to be subject to inspection for a 
definite period of, say, ten years, during which time, as 
tension relaxes, a serious effort might be made to solve 
by the pacific machinery of the League the outstanding 
frontier problems of Europe and the difficult question of 
Austria. There is no use in speculating to-day about the 
situation as it may be at the end of that time. Hitler 
thinks that in ten or fifteen years all Europe will be pre- 
occupied with the menace of a powerful, well armed and 
highly organised communist Russia. Others think that 
Nazi Germany may become imperialist and expansionist. 
Others, again, think that the spirit of liberty is so strong 
in the modern man and woman that, as the fear of war 
relaxes and the depression clears away, public opinion in all 
the dictatorships will become increasingly restive under 
repression and will steadily force a return to more liberal 
and democratic methods. Who can tell? All that is 
certain is that the situation will be very different from 
what it is to-day, and that if we can assure peace for ten 
years we can postpone consideration of the further future 
until a great part of that period has elapsed. 
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III. Tue Far Easr 


HE second great problem to be considered by the 

Prime Ministers of the Commonwealth was opened 
up by Japan’s denunciation of the Washington treaties 
on December 29 last. The circumstances that led up to 
that decision were set forth very fully in the last issue of 
Tue Rounp Tasie* and need not be repeated in detail 
now. What is still uncertain is the ultimate policy that 
prompted Japan to this decision. Nominally, the decision 
was based on her objection to a naval ratio of 3 against 
the 5 accorded by the treaties to the United States and 
Great Britain. In itself, however, this hardly seems a 
sufficient explanation. The naval ratio clearly did not 
put Japan in a position of inferiority in the Pacific. The 
greater part of the British fleet is necessarily maintained 
in the North Sea and the Mediterranean. Part of the 
American fleet is necessarily maintained in the Atlantic. 
The whole of the Japanese fleet, on the other hand, is always 
in the Pacific. Moreover, owing to the non-fortification 
clauses of the treaties, none of the three fleets can really 
intervene in the home waters of any other, for their bases 
are 3,000 miles apart. Finally, Japan was able to ignore 
the Washington treaties and the League Covenant, and 
to solve the Manchurian situation in her own way, by 
creating the puppet state of Manchukuo, in face of the 
protests of the whole civilised world, but without inter- 
ference by anybody. Japan, who has also the most power- 
ful army in Asia, thus plainly has security in her own zone 
to-day. 

It seems clear, therefore, that the real purpose of the 
denunciation was that Japan is no longer willing to accept 
the principles upon which the Washington treaties were 
based, and wants a different kind of Pacific settlement. 


* See Tue Rounp Taster, No. 97, December 1934, pp. I-20, 
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These principles were three. The first was equality of 
security for Japan, the British Empire and the United States, 
on the basis of the ratios and non-fortification clauses 
already mentioned. The second was the integrity of 
China and the maintenance of the open door for the trade 
and commerce of all nations within it. The third was that 
the major problems of the Pacific were the collective concern 
of the nine Powers who were parties to the treaties. It 
would seem, therefore, that Japan has denounced the 
Washington treaties because, as many of her leaders have 
urged, she is no longer willing to accept either the principle 
of the integrity of China and the open door, or the principle 
that the affairs of China and the Far East are the collective 
concern of the Pacific Powers. She means to deal with 
eastern Asia, including Russia, as she pleases, without 
the intervention of the British Empire or the United 
States. 

If the terms of the 1922 treaties are observed, two years 
must elapse before Japan is released from her formal obliga- 
tions. But it is clear that the next stage in the development of 
her grandiose plan has already been opened. Japan is 
now trying to come to terms with China on the basis of 
their showing a common front against the Western world. 
A genuine Sino-Japanese understanding, ensuring the 
independence and integrity of China proper and the 
“open door ” for the trade of all nations within it, would 
be by far the best solution of the Far Eastern situation. 
There is good reason, however, for thinking that Japan is 
offering terms to China—such as financial assistance and 
the abrogation of foreign extra-territorial rights—in return 
for an arrangement which will, in effect, make China a 
private preserve for Japanese traders by excluding those 
of other countries, and under the threat that if she does 
not accept there will be further military aggression. If 
such an arrangement goes through, Japan may then turn to 
deal with Russia in Outer Mongolia and elsewhere. At 
least, it is clear that a very difficult and dangerous situation 
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is arising in the Far East, a situation which will tax all the 
resources of statesmanship in the Commonwealth. 


IV. Tue Issuts BeForE THE COMMONWEALTH 


HE problems that will be discussed by the Prime 

Ministers of the Commonwealth in a few months’ 
time will thus cover the whole world. ‘Their importance 
for us lies in the facts, not only that the British Common- 
wealth is scattered over all quarters of the globe, but that 
its members are the only nations who are actively interested, 
as signatories, both in the League Covenant and in the 
Washington treaties, and therefore concerned with both 
Europe and the Pacific. The Empire is the main unifying 
link in a rapidly shrinking world. 

Broadly speaking, it seems to us, its ultimate policy 
must be directed to bringing the whole world within the 
framework of the collective system as represented by the 
League of Nations and the Kellogg Pact—that is to say, a 
system in which all nations sit round a common table and 
in which they undertake to solve international disputes by 
pacific procedure, to endeavour to modify out-of-date 
treaties under Article 19, and to deal under Article 16 with 
nations who try to take the law into their own hands by 
war. ‘That is the only hope for lasting peace for anybody. 
But while Russia has recently joined the League, the 
United States, Japan and Germany are outside it, and so 
long as they are outside the League system itself cannot be 
fully effective. Why are they outside ? 

The United States is outside because she still thinks that 
her own prosperity, security and peace can be better 
assured by isolation—at any rate from Europe. Japan is 
outside the League and has denounced the Washington 
treaties because she objected to the attempt of the League 
to decide the Manchurian issue, and because she wants a 


free hand in working out a new policy for eastern Asia and 
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the Far East generally. Germany is outside because to her 
the League seems to have been mainly an instrument 
whereby France and her associates enforced the provisions 
of the Treaty of Versailles, and because she came to the 
conclusion that the only way in which she could recover 
“equality” was by leaving the League and re-arming 
illegally. None of these Powers will enter the League 
except as a result of a solution of the problem that mainly con- 
cerns them. The main purpose of the Imperial Conference, 
therefore, should be to discuss how these difficulties 
in the way of re-establishing the League system can be 
removed, and what contribution the British Commonwealth 
itself can make towards their removal. 

So far as Europe is concerned, we have already dis- 
cussed the danger of a new line-up in two armed camps, 
competing in armaments with each other; and we have 
stressed the possibility that if Great Britain were to take a 
firm initiative Europe might be stabilised on the basis of 
peace and equality at any rate for ten years, while an 
attempt was being made to solve the frontier problems by 
pacific means. What is the contribution that Great 
Britain and the Commonwealth should make to this end? 
In the first place, all its members will stand by the 
League and the obligations of the League. In the second 
place, Great Britain should stand by the obligations of the 
Locarno treaties, though serious consideration will some 
day have to be given to the question whether, as tension 
relaxes, the provisions of the treaties in regard to the 
demilitarised zone will not have to be modified. When 
that time comes it may also be necessary to consider 
whether the Dominions might not become parties to such 
a modified Locarno treaty, on the ground that if ever 
Germany strikes westward the whole Empire will inevit- 
ably be driven to resist aggression on France, Belgium and 
Holland, and that the certainty of their participation might 
help to prevent its happening. For it is becoming in- 
creasingly difficult for Great Britain to assume obligations 
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inthe Far{East if the Dominions do not assume equivalent 
obligations in the Atlantic zone, and for Great Britain to 
undertake the naval defence of the Dominions and their 
overseas trade if they make no contribution to the security 
of Great Britain and the rest of the Commonwealth. On 
the other hand, Great Britain should resolutely refuse to be 
drawn into any further special guarantees on the Continent. 
If there is to be peace in Europe for ten years on the basis 
of non-interference by force with the present frontiers, it 
is the business of the Powers of central, southern and 
eastern Europe to make what arrangements they think 
necessary among themselves to guarantee observance of 
such a pact in their own region. 

The vital function for Great Britain is to take the 
initiative in bringing Germany back into the comity of 
Europe. For if Great Britain and Germany agree that 
there is to be no war in Europe for ten years, there will be 
no war, and the road may gradually open for that stabilisa- 
tion of the world, by an understanding between the 
British Empire, France, Germany and the United States 
in the framework of the League, which is the modernised 
version of Cecil Rhodes’ dream. But there is no road to 
this end by way of British commitments in eastern or 
southern Europe. It should be the part of the Dominions 
to insist on the strict limitation of British commitments 
in Europe to the Covenant and to the Locarno treaties ; 
for the Commonwealth as a whole is as much concerned 
with the Pacific and the Indian Ocean as it is with the 
Atlantic and the North Sea. So far as the proposed air 
convention is concerned we suspend judgment. What 
matters most to-day is not the multiplication of “ sanc- 
tions ” but the relaxation of tension and the restoration of 
confidence in peace. The total abolition of all bombing 
aeroplanes, under international inspection, would be a far 
greater reassurance than agreement to turn any local air 
attack into an instant world air mélée; though a pact of 
mutual air defence, as a reinforcement of an agreement to 
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abolish bombers, might usefully form part of an all-round 
* peace.” 

In the Pacific, the general position is exactly the opposite 
to that in Europe. It is Canada, Australia, New Zealand 
and the United States who are there fundamentally more 
directly concerned than Great Britain. Great Britain has, 
indeed, important trade interests in China; while the 
impregnability of Singapore and the freedom of the Indian 
Ocean from foreign naval bases are vital interests of India 
and South Africa as well as of Great Britain. Great 
Britain, furthermore, can and should take a leading 
part in helping to rehabilitate China. But it is the 
English-speaking democracies fronting on the Pacific 
whose vital interests are ultimately most affected by the 
future of China and the military and naval policy pursued 
by Japan. Great Britain can sign any regional Pacific 
agreements for which they also are prepared to take 
responsibility. But Great Britain cannot enter into 
commitments by herself as she has done in the past; 
because in the present state of Europe she cannot, by 
herself, mobilise effective naval strength beyond Singapore. 
Not the least important subject to be discussed this spring 
will be the attitude to be taken by the Commonwealth 
towards the new policy of Western exclusion from eastern 
Asia which Japan is now pressing upon China. Great 
Britain will stand by the Washington principles if the 
Pacific democracies will stand by them, and especially if the 
United States takes its share of the undertakings and the 
risks involved. But the main responsibility both for 
initiating—and, what is more important, for implementing 
—the policy to be pursued in the Pacific beyond Singapore 
must be borne by the Pacific Powers, just as the primary 
initiative and responsibility in Europe and the Mediter- 
ranean must be borne, as far as the Commonwealth is 
concerned, by Great Britain. If the members of the 
Commonwealth can agree on the policy to be pursued on 
both fronts, and can secure the adherence of the other 
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Powers concerned, the way will have been opened for the 
gradual rehabilitation of the League as a universal organ of 
peace. 

The question of the future relations between the United 
States and the League, however, must probably be post- 
poned for the present. Her preoccupation with her own 
internal difficulties and her rooted dislike of any kind of 
political connection with Europe, at any rate so long as it 
remains in its present disturbed condition, have just been 
reaffirmed by the Senate’s renewed rejection of the pro- 
tocol of adherence to the International Court at The 
Hague. The United States will probably come into the world 
collective system by way of the Pacific. Now that the 
Washington treaties have been denounced, tension in the 
Pacific is likely to increase, all the more as the Japanese 
and American naval manceuvres which are to take place 
in mid-Pacific next summer are likely to be exploited by 
the sensational press of both countries. If, during the next 
few years, it is brought home to the United States that the 
best way of ensuring a sound and peaceful settlement of 
Pacific problems is on the principles of the collective 
system, it may be that in due time she may be willing to 
play her part in reinforcing the collective system in the 
rest of the world also. 

There remains the question of the relations between the 
members of the Commonwealth themselves in the matter 
of foreign policy and responsibility for it. There does not 
seem to be any substantial difference between them 
regarding the general policy they should pursue, namely, 
to support the collective system. But there is no real 
agreement concerning the obligations they should assume 
towards the League, towards regional agreements like the 
Locarno treaties, or to one another. It will probably be 
too early for any conclusions to be reached at the forth- 
coming meeting of Premiers, because the world is in too 
rapid transition, and because the most urgent need is to 
deal with the immediate issues that confront us in Europe 
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and the Far East. But broadly speaking every member of 
the Commonwealth has recognised that the world is to-day a 
much more dangerous place than it has been at any time 
since 1918, and is already strengthening its own power of 
defence—especially in the air. Yet as space is conquered 
by the machine it grows more and more obvious that 
any war which cannot be immediately localised is almost 
certain to become a world war. The question will thus 
arise whether the security of each unit of the Common- 
wealth will be better ensured by a policy of local defence and 
masterly inactivity on the wider world field, or by positive 
and united action both in the diplomacy of the collective 
system and in responsibility for enforcing its obligations. In 
the last analysis, the democracies of the British Common- 
wealth and the United States have one supreme interest 
in common : to prevent the military and dictatorial Powers 
establishing themselves in that vast oceanic area com- 
prising the Atlantic, the Indian Ocean and the southern 
and eastern Pacific, which to-day they together control. If 


the forthcoming Conference does no more than bring the 
problems of national defence, for every nation of the 
Commonwealth that accepts allegiance to the Crown, into 
perspective with the gigantic issues of the modern world, 
then it will not have been held in vain. 





THE ECONOMIC ILLUSION 


N January 2, 1935, a sudden change in the governor- 

ship of the Bank of France proclaimed that from 
then on a policy of cheap money would be attempted by 
Bank and Government. In itself, this event may prove 
to have been of little moment ; but it is significant as a 
symptom of a new phase of the world slump—or, perhaps 
we may claim, of world recovery. So far as world conditions 
and the maintenance of the gold standard allow, deflation 
is now being checked in France. At the same time, in 
Great Britain and the United States, the contrary policy of 
“‘ reflation ” is no longer meeting with the success that it 
once could boast. It was characteristic of the 1934 
phase that different groups of countries—the sterling 
bloc, the gold bloc, the United States, Japan, China, the 
countries in central and eastern Europe with barricaded 
exchanges and artificial parities—moved on contrasted 
economic careers, influencing each other, so it seemed, only 
slightly and by the way. 

In the modern world, however, such mutual independence 
could not be other than superficial, and no country exhibited 
more plainly than Great Britain the boundaries of mere 
national efforts towards recovery. Last year our imports 
of raw materials—a fair index of the activity of home 
industry—stood at 115 per cent. of their 1924 quantities. 
By contrast, exports of British manufactures were only 
73 per cent. of the 1924 figure. The slackness of exports 
was reflected in the employment returns and other indices 
of activity in the different industries. On December 17, 
1934, whereas the general percentage of unemployment 
was only 16°1, in coal-mining it was 23:2, in the iron and 
steel industry 24:5, in the cotton industry 20°5, in ship- 
building and ship-repairing 46-0, in marine engineering 
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28-6, in shipping service and docks 31-0. These industries 
between them accounted for over 567,000 unemployed. 
The depressed areas of the North and of South Wales 
are part of the price of international economic divergence, 
which for Great Britain has meant a contrast between 
national reflation and world stagnation. 


I. Revivat 1n Great Britain 


N the spring of 1934, recovery in Great Britain suffered 

a temporary but sharp set-back, and although the 
broad trend remained upward, the pace of improvement 
considerably slackened. Between January, 1933, and Jan- 
uary, 1934, the Economist index of business activity rose 
by more than 14 per cent., whereas in the following eleven 
months it rose by less than one per cent. Unemployment, 
which in 1933 fell by close on half a million persons, fell in 
1934 by no more than 139,000. Nevertheless, neither a 
spirit of optimism nor evidence to justify it was ever 
wanting, nor has either disappeared in the early months of 
the new year. Hence before asking why there was a set- 
back, we must ask why the trend remained favourable. 

It was not because we were able, through the depreciation 
of the pound and the bargaining power of tariffs, to regain 
lost export markets. Exports did indeed increase from 
1932 onwards, but little more than half as rapidly as the 


general index of business activity. Here are the tell-tale 
figures :— 
British Exports 1929-34 
(in £ million) 

1929 61930 §=6193I =: 1932 
Food, drink and 

tobacco .. ~» 55°76 48:2 356 314 
Raw materials .. 789 63:7 46:9 43:8 
Manufactures .. 5738 439°8 290°5 276+5 





Total* -» 7293 «5706 + 390°6 3650 


* Including parcels post, etc. 





The Economic Illusion 


Even last year, our exports were valued at only slightly 
more than their total in 1931, the last year of the gold 
standard. It is true that tariffs and the cheap pound have 
kept out imports, so that the excess of imports has not 
risen in step with the fall of exports. But this is cold 
comfort for a country whose economic welfare depends 
so largely upon shipping, upon financial services, and upon 
the income from its investments abroad. The net result 
of depreciation, tariffs and counter-tariffs is that Great 
Britain’s share in world exports fell from 10-48 per cent. 
in 1930 to 10°37 per cent. in 1933, while the combined 
share of France, Belgium, Italy and the Netherlands 
rose from 14:08 per cent. to 14:72 per cent., in spite of 
the handicap imposed by the over-valuation of their 
currencies. In this country, and in the United States 
likewise, the principal benefit derived from the abandon- 
ment of gold has been, not redressment of the balance 
of trade, but ability to pursue expansionary internal policies 
unhindered by fears of a drain upon monetary reserves. 
Nor was our recovery due to a boom in the new capital 
market, putting into circulation an overflow of pur- 
chasing power through expenditure on capital goods— 
factories, machinery, andso on. Although the new capital 
raised on the London market last year* was slightly more 
than in 1932, it was {72 million less than in 1933, and a 
very great deal less than in pre-slump years. The amounts 
raised for home industry certainly made a much better 
showing in 1934 than other kinds of investment, but 
the main sources of increased capital construction clearly 
cannot be found in such public offerings. ‘The main sources 
were, in fact, private funds invested in house building and 
other small enterprises, and, much more important, the 
reserves of industrial and trading companies. Profits 
have been rising, on the whole, for two years, and not by 
any means all of them have been distributed to shareholders. 
With greater cash resources and with a better business 
* Including issues through Stock Exchange introduction. 
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outlook, most firms have decided that the time has come for 
considerable programmes of replacement, renewals and 
reconstruction, which had been deferred during the slump. 
They have been encouraged in this course by the fact that 
surplus funds invested in securities could earn but a small 
rate of interest. It is this process that is mainly responsible 
for the activity in the capital goods industries, and at 
next remove for the expansion of public purchasing power. 

Thus cheap money has probably done most of its good 
work by stealth. That national economic recovery should 
have proceeded on such a firm footing as the reinvestment 
by industry of the profits it has earned is a reassuring fact, 
but it nevertheless carries with it a warning. ‘The process 
may slow down quite suddenly when ground lost in the 
course of the depression (through the postponement of 
renewals, re-equipment and normal expansion) has been 
made up. If recovery is to gather strength in 1935, if, 
that is to say, purchasing power is to go on expanding, 
industry and the general public must find growing 
encouragement to spend money on capital enterprises 
of a sound and profitable kind. Cheap terms of borrowing 
are not enough without wider markets and greater con- 
fidence. The Government’s negative policy towards pub- 
lic works is somewhat discouraging to the requisite capital 
expansion; for it seems to say: “ We believe in cheap 
money—but for you, not for ourselves.” It is open to 
any critic of the Government to retort that if they really 
had faith in their professed panacea, they would now be 
borrowing extensively for national re-equipment, so as not 
to miss the opportunity of cheap money while it lasts. 


II. Hestration 1n THE Unitep States 


ATIONAL reflation has encountered even greater 
difficulties in the United States, where industrial 
production has never since approached the peak that it 
touched in July, 1933. Most industries making consumption 
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goods have continued to prosper, but textiles are an 
important exception and the capital goods industries lag 
far behind. In the summer of last year the iron and 
steel industry fell back into a very deep trough. Employ- 
ment, thanks to work-spreading devices, showed up better 
than the volume of production, but even in this field there 
are no signs of rapid improvement. Prices, too, have 
certainly been raised (partly because of the drought) 
and purchasing power has been expanded ; but the second 
stage of recovery, in which capital investment should 
be stimulated by the prosperity of consumption goods 
industries, is a most unconscionable time a-coming. The 
new capital market is a vital organ in the economic body 
that has not responded to the artificial respiration of the 
New Deal—but that, as our own experience shows, is not 
fatal if industry has sufficient confidence to draw upon its 
own resources for capital development. What seems to 
be missing is confidence among business men in the general 
economic future. The uncertainty of business leaders 
about the future of the Roosevelt programme is far more 
potent in checking normal business expansion than tech- 
nical hindrances like the Securities Act (injurious as it has 
certainly been) or the government regulation of commodity 
or stock exchanges. 

One of the strongest enemies of business confidence is 
undoubtedly the fear of currency inflation and of further 
manipulation of the exchanges. The United States re- 
turned to the gold standard, technically speaking, a year 
ago when she revalued at $35 an ounce; but while she 
suffered, along with other countries, from the world 
financial disequilibrium that her action produced, she 
contrived to avoid the principal advantage of attachment 
to gold, namely, not merely stability for the time being, 
but an assurance of stability for the future. 
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III. Tue Gotp Bioc anp Deriation 


HE revaluation of the dollar at an artificially low 
level caused grave difficulties for the gold-standard 
countries, imposing upon them a fresh bout of deflation. 
Prices in France fell persistently through 1934, in spite of 
the rise recorded by a number of important commodities 
like wheat and rubber. The French Government had 
found it necessary to obtain authority to impose budgetary 
economies by decree, and the Belgian Government, faced 
with the same critical problem of deflation, resorted to the 
same method of tackling it. The two Governments met 
with fatal political difficulties at the same time. Before 
M. de Broqueville resigned, to be succeeded by M. Theunis, 
there were rumours of a change in Belgian financial and 
monetary policy, but the new Government, like that of 
M. Flandin, promptly re-expressed the determination to 
maintain the gold standard. Questions of financial and 
economic policy, however, have remained in the forefront 
of political and public interest in both countries, largely 
on account of the hardships that have been imposed on tax- 
payers, on government functionaries and pensioners, and 
on industry and commerce by the thumbscrew of deflation. 
Italy, thanks to her dictatorial régime, was in a better 
position than either Belgium or France to impose the 
necessities of deflation upon her people, and it was on the 
external rather than the home front that she met with her 
greatest difficulties. On December 9, a fortnight after 
the Rome bank rate had been raised from 3 to 4 per cent., 
decrees were issued requiring Italian residents to transfer 
to the National Exchange Institute all securities and other 
credit balances held abroad. This measure, ominously 
reminiscent of action taken by Germany to defend the 
Reichsmark, was provoked by a steady drain of gold, itself 
the result of international trade difficulties. In the first 
eleven months of 1934, Italy’s adverse trade balance, 
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at 2,185,183,160 lire, was nearly double its size in the 
corresponding period of 1933. 

External debit balances and a consequent loss of gold 
have not been a uniform experience of the gold bloc 
countries. When, at the beginning of November last, 
the Bank of France reported a small loss of gold, this was 
the first downward movement of its reserves for 33 weeks. 
To-day, the gold reserves in Paris amount to no less than 
82 milliard francs, or 98 per cent. of the note circulation. 
Clearly, with these massive reinforcements available to 
throw into the fight, France could pursue, if she chose, a 
reflationary policy involving a rise of costs, without being 
forced immediately to abandon the gold standard. Two 
reasons have so far inhibited such a policy—fears for the 
gold standard in financially weaker countries of the gold 
bloc, and internal political difficulties, which have been 
themselves entangled in the budgetary problem. It would 
obviously have been dangerous to adopt a policy of cheap 
money and credit expansion when the budget was flagrantly 
unbalanced and the political situation unstable; for the 
results must inevitably have been both a flight of capital 
and internal hoarding of gold. 

The political difficulties, though not overcome, have for 
the moment sunk into the background. The budget, in 
deficit as it still is, is no longer the cynosure of public and 
parliamentary interest. M. Doumergue hanged himself, 
politically speaking, in his own constitutional braces, and 
his successor, by concentrating on the economic problem, 
has greatly strengthened the position of the Government. 
There is something reminiscent of Mr. Roosevelt in M. 
Flandin’s approach. If the American President, instead 
of taking arms manfully, if not always sagely, against the 
sea of economic troubles, had declared—as well he might— 
that nothing could be done until the constitution was 
reformed, and had acted accordingly, what measure of 
applause would he and his New Deal have won from a 
weary and expectant people ? 
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M. Flandin’s New Deal has not so far been spectacular 
either in promise or in performance. At the start, he 
repeated most of the old formule. The franc was to be 
held fast to gold, budgetary equilibrium was to be attained, 
costs of production were to be lowered; producers were 
to be persuaded (or forced) to combine so as to “ adapt 
production to consumption.” ‘Though the Marquet plan 
of public works, which had been an ornament, but no more, 
of French official policy under preceding Governments, 
was taken from its shelf and dusted approvingly, it looked 
like remaining an ornament nevertheless. But deflation 
must be ended, said M. Flandin. The régime of economic 
restraint had failed everywhere. ‘We shall gradually 
return to freedom organised and controlled ”—a paradox 
that might well have fallen from President Roosevelt 
himself. The reduction of the rate of interest, continued 
the French Premier, was an essential condition of economic 
recovery. 

This was an entirely new note to be sounded in de- 
flationary, quota-ridden France. Two measures have shown 
the programme in action. Under the Wheat Bill published 
on December 5, the existing surplus of wheat was to be 
disposed of, partly by export sales ; future surpluses were 
to be prevented by restriction of production and by the 
fall of prices to an economic level; statutory price-fixing 
was to be abolished. If this scheme goes into effective 
operation, the world will be relieved of French wheat 
dumping, and the French consumer will be spared the 
artificial inflation of the cost of bread. ‘The second measure 
was the substitution of M. Tannery for M. Moret at the 
head of the bank of France, the latter having objected to 
the proposal to discount treasury bills at the central bank. 
Whatever may have been the exact personal and financial 
implications of this move, the markets and the world at 
large instantly accepted it as evidence that the Flandin 
Government was determined to cheapen credit in France, 
partly for its private benefit as a necessitous borrower, 
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and partly as an element in its recovery programme. The 
changes at the Bank were followed, on January 22, by the 
presentation of a Bill to raise the statutory limit on the 
treasury bill issue from 10 milliard francs to 15 milliards. 
A preamble to the Bill explained that its purpose was to 
save the Government from long-term borrowing and thus 
to make long-term money available at lower rates to private 
enterprise. While there was no question of inflation or of 
devaluation of the franc, the abundance of idle funds should 
be made to serve the general programme for fighting the 
crisis. 

The veering wind of financial policy in France is of 
considerable importance for the rest of the world, not so 
much for what it may actually achieve internally as for the 
evidence that it affords of a tense international situation. 
If other currencies continue to depreciate, the gold bloc 
may be compelled to go on deflating. As things are, 
however, M. Flandin declares in so many words that 
deflation has gone far enough. The Belgian Government 
said the same thing in disguise when it adopted measures 
(again reminiscent of the Roosevelt programme) for liquidat- 
ing frozen credits and cheapening bank loans. Italy said 
it, too, when she preferred the way of Germany—extensive 
public works on the one hand and exchange control on the 
other—to the way of orthodox gold-standard technique. 
And if deflation has gone far enough, some alternative must 
be found, or the forces compelling it must be arrested. 


IV. Prospects oF STABILISATION 


HE picture that we have drawn of the world economic 
situation may be summed up thus. Recovery by 
reflation is now proceeding very slowly, if it has not actually 
halted, both in the United States and in Great Britain. 
At least as far as this country is concerned, there are definite 
limits, which we may soon meet, to the possibilities of 
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recovery by purely national action. Meanwhile, the 
contrary policy of adjustment by deflation, as pursued by 
the gold bloc countries, is similarly reaching the limits of 
practicability. Some change must now be made, and is 
in fact being made, in the general tenor of their monetary 
and financial policy. One possibility would be the revalua- 
tion of their currencies at a lower gold level, but against 
this policy they continue to set their face, and their capacity 
of resistance, through the use of their gold reserves or of 
measures of exchange control, is far from being exhausted. 
Wherever we turn our eyes in the economic world we 
find equal difficulties—not always the same difficulties, 
but all associated with the same pair of world-wide causes, 
lack of confidence and the stagnation of international 
trade. Although the primary producing countries of the 
sterling bloc have moved a long way towards adjustment, 
by the reduction of costs, by monetary expansion and by 
the fall of their currencies, they can plainly never recover 
their former prosperity without a great expansion in the 
markets for their products. Freer trade within the sterling 
bloc might compensate them for many obstacles elsewhere ; 
but even in other sterling countries they are faced with 
formidable barriers erected in the service of economic 
nationalism. ‘Those countries, on the other hand, which 
have defended their economic systems by exchange control, 
transfer suspension and general import quotas have brought 
themselves in the past two years no nearer to their dis- 
charge from national bankruptcy and organised poverty. 
There is no hope of such a release save in a general revival 
of world trade in which these countries also share. 
Economic nationalism is everywhere dragging at its 
anchor. But of course the anchor may loosen, and the 
vessel drift still nearer to the rocks. It would be absurd 
to pretend that nationalist policies have come to an end 
of their resources. The gold bloc might resort to exchange 
control, joining most of central and eastern Europe in its 
self-imprisonment for debt. The United States might 
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devalue the dollar still further. This country might raise 
its tariffs and cut its quotas. Even if none of these things 
were to happen, the next phase might be intensified com- 
petition for a dwindling volume of world trade, following 
upon the devaluation of some or all of the gold bloc curren- 
cies. What is certain, amid all these hypotheses, is that 
present efforts at recovery by national action, whether 
inflationary or deflationary, are nearing the end of their 
term. Checks and difficulties are met with everywhere. 
And the broad alternatives for the future are redoubled 
nationalism, modified by group policies, or an attempt at 
reviving world trade. 

World trade will not substantially revive, nor world prices 
rise, while exchanges remain unstable. Low prices are a 
symptom of bad trade, and the restraints on trade imposed 
during the crisis are riveted in place by exchange instability. 
One great obstacle to stabilisation has been the deflation 
imposed on gold-standard countries by the under-valuation 
of off-gold currencies ; for the off-gold countries, with their 
reflationary ambitions, have feared to attach themselves to a 
group whose avowed and practised policy was deflation. 
In its turn, deflation in the gold bloc has held down world 
prices. The vicious circle is complete. Now, however, the 
financial bell-wether of the gold bloc says “‘ trade must be 
freed from restrictions, and business must be stimulated 
by the cheapening of credit.” If indeed the policies of the 
gold bloc, the sterling bloc and the dollar bloc are hence- 
forward to have the same general direction, then a great 
barrier to international exchange stability has been removed. 
There are indeed other obstacles to be overcome ; but surely 
here is an opportunity which we ought at least to examine. 

The time has plainly not yet come for the establishment 
of a rigid international monetary order. We cannot enter 
into such hard-and-fast international commitments while 
national monetary policies remain so uncertain, and while 
national economies are themselves so unstable. This 
applies, of course, with special force to the United States, 
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whose participation in a stabilisation plan would be essen- 
tial. Nevertheless, since one of the causes of internal 
instability is uncertainty about international trade and 
finance, the vicious circle must be broken somewhere, and 
the best way of breaking it seems to be the de facto stabilisa- 
tion of the principal world currencies. At the least, Great 
Britain, the United States and France should make a joint 
declaration similar to those made at Ottawa, and again at 
the conclusion of the World Economic Conference, on 
behalf of the British countries—namely, that every effort 
would be made to maintain exchange rates at their existing 
level, and that with this end in view the Governments and 
central banks would continuously co-operate. For the 
United States, such a course would imply a promise not to 
alter the gold content of the dollar without consultation 
beforehand with other countries, and then only if an 
alteration were forced upon her by the divergence of her 
own price system from that of the world at large. For 
Great Britain it would imply, not a return to convertibility 
of paper money into gold, but the establishment of 
reciprocal relations between the Exchange Equalisation 
Account, the American exchange control fund and the Bank 
of France for the maintenance of the exchange rates in this 
triangle within limits corresponding to hypothetical “ gold- 
points.” 

The question remains whether it would be wise to fix the 
pound at or near its present rates of exchange ; for obviously 
it is only on such a basis that negotiations for exchange 
stability would have much chance of success. Is not the 
dollar still grossly undervalued, so that if we were to fix 
the pound at its present ratio we should be loading ourselves 
with as great a handicap in competition with the United 
State as burdened us from 1925 to 1931 ? Has the pound 
yet reached its economic level for a country such as this, 
that is to say, a level at which our balance of payments 
would again provide a surplus for beneficial investment in 
undeveloped countries ? 
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The excess of Great Britain’s imports over her exports 
was {27 million higher in 1934 than in the previous year. 
The significance of this fact, however, is clouded by want 
of exact knowledge about the invisible items in the balance 
of payments. We probably earned more from shipping and 
financial services in 1934 than in 1933; we certainly 
obtained a greater credit balance from the tourist traffic 
and from investments in such enterprises as rubber, tin and 
gold mining. These credits, however, were offset by a fall 
in the yield from fixed-interest-bearing securities, on 
account of continued or extended defaults, the repay- 
ments and redemptions that have been effected even during 
the slump, and conversions to lower rates of interest. 

The only clear conclusion that can be drawn is that our 
international financial position depends quite as much 
upon invisible as upon visible items in the balance. In the 
short run the invisible movements are definitely the more 
powerful. Just as the fall in the pound has not had the full 
effect upon foreign trade that might have been expected, so 
stabilisation might react upon the balance of payments 
in ways not obvious at a first glance. The results in the 
field of shipping, finance and investment would assuredly be 
favourable. The pound, at its present level, may indeed 
be overvalued in a world of warring currencies and unsteady 
exchanges ; but that by no means proves. that, at the same 
level, it would be overvalued in a world refurnished with an 
international monetary standard. 

The gold standard is not, and for this country can never 
be, an end in itself. It is a means to an end, an expedient 
for securing two main objectives of monetary policy— 
confidence and international stability. If the value of those 
objectives is reckoned to be less than the harm that the gold 
standard may do, by hitching us to countries whose monetary 
policy is unsuited to us, or by driving us to a disastrous 
deflation in defence of our reserves, then the gold standard 
has to be laid by. But in that case some other means must be 
sought for combining in the most favourable measure the 
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three monetary objectives—public confidence, international 
stability and the avoidance of booms and slumps. 

In the period of our present divorce from gold we have 
maintained public confidence through sound banking and 
sound governmental finance ; we have achieved a limited 
degree of international stability through the coherence of 
the sterling bloc and the operations of the exchange equalisa- 
tion fund ; and we have been able to pursue an expansionist 
monetary policy which has restored much of our internal 
industrial prosperity. Each of these facts, however, has had 
a less favourable aspect. Prudence in public finance has 
prolonged a negative attitude towards programmes of 
capital expansion into a period when a bolder policy is 
called for. The sterling bloc is but one group among others, 
and even within it exchange stability has been the result, 
not of organisation or of plan (save the Ottawa monetary 
resolutions), but of the temporary self-interest of its con- 
stituents. The exchange “control” provoked other and 
in a sense rival national controls, with the result that 
instead of confidence a new speculative element has been 
cast into the private exchange markets. As for the freedom 
obtained for internal monetary policy, the limits of national 
reflation have already become apparent. It is bounded by 
individual and corporate reluctance to take advantage of 
cheap money in an unstable world; it is bounded by the 
sluggishness of recovery in international trade, and it is 
bounded by the incapacity of countries still on gold to join 
in world reflation. 

And even though monetary nationalism may serve its 
turn well in a time of depression, is there any hope in it 
for the ironing-out of booms and slumps in the long-term 
future ? Economic disequilibrium, in a world not entirely 
socialised, is an international phenomenon, and it must be 
tackled with international weapons. The devotees of high 
tariffs and self-sufficiency have been neither guaranteed 
against sharing in world depression nor enabled to escape 
the more easily from its toils, 
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The shape of an ideal international monetary order is 
not yet clearly defined, nor can it be until experience has 
chiselled its contour. We may be certain only that monetary 
co-operation will fail without freer trade, and that trade will 
not be freed in a régime of monetary nationalism. Perhaps 
even de facto stabilisation as here defined is too much to 
expect at this moment. But we must make up our minds 
now what is our goal, and adjust our present actions to its 
pursuit. The great measure of recovery that two years 
have brought about in this country must not blind us to the 
fact that the world situation, on which our fortunes ulti- 
mately depend, is little improved, and in some respects— 
international debts, for instance—is worse than ever. Defla- 
tion and its brother, restriction, stalk like angels of death 
through the weary battlefields of economic nationalism. 
There is a lull in the warfare to-day ; for the combatants 
are exhausted and their gains are melting. The victories 
that each has won are seen to be part of the great illusion 
of economics, that national wealth can be gained from the 
discomfiture of other countries. Encamped amid the 
unrewarding booty of economic war, we may well exclaim 
with Pyrrhus, “ One more such victory and we are lost.” 





ULSTER AND THE IRISH PROBLEM 


Nore.—lIn the last issue of Tot Rounp TaBte a citizen 
of the Irish Free State dealt with the problem of “ Ireland 
and the Commonwealth ” from a Nationalist standpoint. 
The following rejoinder is by an Ulster Protestant. As 
with the previous article, the views expressed are the 
author’s own, and are not in any sense to be taken as those 
of Tue Rounp Taste. 


* * * 


N the confused legend of intertribal fights and forays 
that is taken, for lack of anything more reliable, as the 
early history of Ireland, Ulster more often than not stands 
aloof or is in bitter conflict with her neighbours to the 
south ; and the most famous of Irish epics tells the story 


of the defence of Ulster against the forces of most of the 
rest of the island. 

Curiously enough the cause of quarrel was the disputed 
possession of a cow. One is tempted to say “ plus ¢a 
change, plus c’est la méme chose.” We in Ulster are now 
being told that the real reason for the duty on Irish cattle 
and the distress of the Irish farmer is the intransigence of 
the men of Northern Ireland, that the existence of the 
boundary alone prevents the solution of the Irish problem, 
and that the union of Ireland is the one thing wanting to 
usher in an era of peace, prosperity and universal good will. 

We are told that if Natal had been left out, the Union of 
South Africa would have been a failure; but those who 
make this assumption, incapable equally of proof or dis- 
proof, conveniently forget that Newfoundland refused 
to come in when the Dominion of Canada was formed, 
and no one would venture to say that the Canadian 
confederation was not a success. 
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I. Tue NortrHern Ovutiook 


EFORE making up one’s mind on the only possible 

solution of a political problem, it is always worth while 
to consider carefully the factors involved, and in the solu- 
tion proposed for the Irish tangle by the writer in the last 
issue of THe Rounp Tasie* the majority in Northern 
Ireland is a very considerable factor. The Irish Nationalist 
is accustomed to talk as though the Six Counties were an 
Italia Irredenta, and to quote the fact that one-third of 
the population is Catholic and Nationalist, ardently desiring 
reunion with the Free State, as an argument for the 
disappearance of partition. But the two-thirds majority, 
Protestant and Unionist, has at least an equal claim to be 
considered. It amounts to over 800,000 persons, no 
inconsiderable proportion of the total population of all 
Ireland, and the political character of that majority lends 
it a weight out of all proportion to its numbers. For half a 
century it has been absolutely united on one cardinal 
principle—to maintain the union with England—and so 
long as its leaders are sound on that point no schism will 
shake their authority. At the last general election the 
Farmers’ party threatened opposition, at the previous 
election the Temperance Reform party put up candidates, 
but the farmers withdrew their candidates in favour of the 
official Unionists, and the Temperance Reformers barely 
saved their deposits. ‘Two, at least, of the three Indepen- 
dents who sit in the present House of Commons are more 
Unionist than the official Unionists themselves, and one 
of the two Labour members was returned as a Unionist, 
and has gone out of his way to estrange the Nationalist 
members. One reads of the herds in America forming a 
compact circle with heads down to meet the attack of the 
wolves, and the attitude of the Northern Ireland Unionists 

* See Tue Rounv Taste, No, 97, December 1934, p. 21. 
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reminds one of those herds; every suggestion, every 
rumour of possible subordination to a Dublin Parliament 
brings them together for mutual defence and support. 
Since Mr. de Valera began his campaign for the unity of 
Ireland, the Orange Order, the church militant of Unionism, 
has been steadily growing in numbers and in influence. 

Whether one is in sympathy with or disapproves of this 
attitude of the Unionist majority in Northern Ireland, it is 
a political fact which cannot be ignored by any one who 
wishes to explore the possibilities of a settlement of the 
Irish problem by the fusion of North and South. It is 
not a party doctrine which is the creation of the Ulster 
Unionist leaders either past or present. Indeed it is not 
too much to say that not one of those leaders could retain 
a following for a day if he changed his views on the vital 
question of the union. In the early ’80’s there was in 
Northern Ireland a strong and active band of Liberals, 
bound to Mr. Gladstone, not only by admiration of his 
talents and his policy, but by gratitude for the benefits 
that his Land Acts had conferred on the Irish farmer. 
When he becamea convert to Home Rule in ’86, Gladstonian 
Liberalism simply ceased to exist as a political force in 
Ulster, and men whom the political antagonism of Liberal 
and Conservative had kept as enemies for years shook 
hands again and appeared together on the same platform. 

It seems worth while to consider how a sentiment in 
favour of the “ English connection,” so deeply rooted 
that it has become the cardinal rule of faith and the main- 
spring of the political thought of the Ulster Protestant, 
should have arisen and should have gained such strength. 
To do that, one must review the history of the Ulster 
colony, not perhaps as documentary evidence might set it 
forth, but as the Ulsterman believes it to be. 

From the coasts of Antrim and of Down on a clear day 
the hills, the islands, even the fields and houses of Scotland 
are plainly visible, and the earliest sagas of Ireland tell 
of close intercourse between Ulster and its nearest neigh- 
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bour overseas. For instance, an off-shoot from the clan 
of MacDonald of the Isles colonised part of Antrim and 
was recognised as an Irish sept. When the wars and 
forays that led to the “ Flight of the Earls ” had left much 
of Ulster desolate, and when the confiscations that followed 
had given the Crown nominal possession of a great part of 
the lands, it seemed a stroke of political genius on the part 
of James I, himself a Scot, to carry out the Ulster planta- 
tion and to replace the dispossessed and in many cases 
no longer existent Irish by settlers, drawn in the main 
from the Lowlands of Scotland. However fortunate the 
result may have been from an economical or from a political 
point of view, the plantation introduced a new and, as it 
seems, an irreconcilable factor into the confused welter 
of Irish politics. Norman settlers had been, and Crom- 
wellian settlers were to be later on, absorbed into the mass 
of the Irish people, to become Hiberniores ipsis Hibernts, 
but the Ulster Scot has for three centuries remained apart. 
To that fact many causes have contributed. One of the 
most important is the difference in religion. The Ulster 
settlers came of a breed who held, as indeed did the Irish 
Catholic, that religion was something worth fighting: for 
and worth dying for. The majority were of a brand of 
Presbyterianism so stiff-necked that the Commonwealth 
Government, in 1653, seriously considered the project 
of transplanting a considerable number of the most im- 
portant and influential of their number, to obviate the 
probability of there arising a centre of disaffection towards 
the Cromwellian Government in the North. Little 
wonder that the Irish Catholic has found them and their 
descendants not much more palatable or digestible. 

The new settlers had not been long in possession before 
they discovered that in Ireland the unpardonable sin is 
to take possession of evicted land. Whether the land that 
he tilled had lain derelict for generations or whether its 
late owner had been driven to the hills or into exile, the 
Ulster Scot soon realised that he was regarded as a sup- 
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planter and that only time and opportunity were asked for 
to dislodge him. He had not long to wait for an assurance 
of the welcome that his unwilling hosts accorded him, and 
the barbarities of 1641, when merciless warfare was waged 
on both sides, fixed a yet deeper gulf between the Planta- 
tion and the native Irish. Cromwell’s campaign of blood 
and terror in Ireland left his name as a household curse in 
the South, but barely touched the North. It was far 
different with William III. James II had been expelled 
from his kingdom of England, partly for his attempts to 
subvert the constitution, partly because he was credited 
with the design first to tolerate Roman Catholicism and 
then to impose it upon the nation as the state religion. 
When he endeavoured to establish himself in Ireland the 
South supported him to a man, and the only obstacle to 
his complete mastery of the island was to be found in the 
Protestant settlers in the North, who feared for their 
property, their lives and their religion. 

The success of the “ Protestant Hero ” at the Boyne and 
after was a success for the North. It was the stubborn 
resistance at the siege of Derry and in the defence of 
Enniskillen that had laid the foundation for his victory, 
and as we always love those whom we feel that we have 
benefited, William became the idol of the Ulster Scot. 
The Orange Order, the most typical of Ulster institutions, 
still celebrates annually the battle of the Boyne, and to show 
the temper both of the men who fought and of the men 
who commemorate it, the toast of William is always coupled 
with the sentiment of “ civil and religious liberty.” 

In the eighteenth century the Ulster Presbyterians were 
oppressed by disabilities as galling, though not as severe, 
as those under which the Irish Roman Catholics suffered ; 
and many of them sought greater freedom and a wider 
scope in the American colonies. ‘Their temper was shown 
in the American Revolution, in which they played an 
important and by no means undistinguished part on the 
side of their fellow-colonists, It was partly the success 
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of this struggle with England and partly the influence of 
the French Revolution that led to the ill conceived and 
worse managed ’98 rebellion, and isolated bands of Northern 
Protestants shared the fate of the equally isolated groups 
of Catholic insurgents in the South. ‘That it is no spirit 
of mere subservience to, Great Britain that dictates the 
present attitude of the Six Counties is shown by the fact 
that men point with pride to the names of United States 
Presidents of Ulster descent, and that many a staunch 
Unionist esteems it no blot on his scutcheon that his 
great-grandfather was “out” in the ’98. When the 
Union came in 1800 it was, perhaps, little more popular 
in the North than in the South; but the people were 
weary of the activities of secret societies, quickly sup- 
pressed and as soon reborn. They had had enough of 
alarums and excursions, of tumults and armed disturbance, 
and they wanted peace and quiet to get on with the 
ordinary business of life. ‘That desire they were most 
likely to gain under the strong hand of Great Britain— 
they hoped for the Pax Britannica. 

Again the North was in close touch with Scotland. 
Now the Scot had offered to the Legislative Union with 
England in 1707 a resistance at least as bitter as that which 
Ireland was showing to the Act of Union. But after almost 
a century Scotland was satisfied and content. ‘There 
could be no question that she had reaped material benefit 
from the change, and while the Scot still retained his 
pride of country and his national spirit, his qualities were 
giving him greater and greater influence in the affairs of 
Great Britain as a whole. Scotland was an argument in 
favour of union. 

During the nineteenth century Northern Ireland made 
steady and rapid progress. Belfast grew, almost with the 
speed of an American city, allowing for the difference in 
climate, from a smallish country town to be the rival of 
Dublin in population, the seat of flourishing manufactures, 
an important centre of trade and commerce, and one of 
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the chief ports of the United Kingdom. Linen manu- 
facture had so expanded that Ulster linen was known the 
world over. The farmer, who had long struggled and 
fought against unequal land laws, found himself at last 
placed by the Acts of a British Parliament in a legal position 
superior to that of his opposite number in England. Post 
hoc, propter hoc, is often very bad logic, but these material 
benefits which had followed the Union were sufficient 
argument to make the bulk of the Ulster Protestants the 
steady opponents of the Home Rule movement from its 
commencement. 

They had other reasons. Apart from the advantages of 
free trade with Great Britain and a free market in a highly 
prosperous community, they prided themselves on the 
British connection. The Empire had grown during the 
century in extent and power and prestige. Sons of Ulster 
who found the province too small a field had taken their 
part in that advance. There had been no barrier to their 
entry into the civil services, the navy, the army, or diplo- 
macy, and Ulstermen had commanded the forces and 
ruled the provinces of the Empire, had been entrusted with 
great administrations and had represented the Sovereign 
at foreign courts. At Westminster Ulstermen had held 
office and had sat on the woolsack. Careers such as these 
fed the pride of race. They might well become difficult 
or impossible to achieve if the common citizenship were 
abandoned. But the Ulster Protestant had a further 
objection to Home Rule. He was not merely divided 
from the Southern Irishman by religion and—as he was 
from time to time reminded—by racial origin, but he had 
established an industrial community. In a Dublin Parlia- 
ment not only would he be in a minority—and a minority 
which would, he feared, be regarded as alien—but he would 
be in the position of an industrial community fighting 
for its life, or at least its goods, against overwhelming 
numbers whose interests were in the main agricultural. 
He felt that he was the cow to be milked, if not killed and 
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eaten. He had no great admiration for the government 
of Ireland under the Union, and Dublin Castle had never 
gone out of its way to help him, but he knew that so long 
as he remained a citizen of the United Kingdom his 
factories and shipyards would be no more interfered with 
and would bear no heavier imposts than those of his col- 
leagues or his rivals across the water, and that he could 
trust the British Government to see to a fair field and no 
favour. 


II. A Nercusour’s View oF THE FREE STATE 


OR this summary of the historical background of the 

Six Counties’ position the present writer makes neither 
apology nor defence. He is aware, at least as well as his 
readers, that the presentation of history is possibly far 
from accurate, and that many of the sentiments and preju- 
dices expressed may be ill-founded. But this conception 
of history and these sentiments and prejudices are an 
integral part of the problem, if there be a problem. It is 
this background which was the cause of Ulster’s opposition 
to Home Rule, the cause, when Home Rule became inevi- 
table, of the partition and of thesetting up of the Northern 
Ireland Government, and which is the reason why no 
rapprochement has ever taken place between that Govern- 
ment and the Irish Free State. The course of events in 
the Free State has done nothing to bring a rapprochement 
within the sphere of practical politics. The summary has 
endeavoured to show that Northern Ireland has at any rate 
no quarrel with Great Britain, indeed that it welcomes the 
** English connection.” ‘The combatants in the world war 
already begin to forget their mutual injuries and to acknow- 
ledge friendly sentiments towards their late enemies. The 
Irish Free State, which, since it gained its aim, we must 
presumably look upon as the victor in the Irish civil war, 
far from any sign of letting bygones be bygones, seems 
to grow in animus, as its treaty of peace grows older. 
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Northern Ireland was offered any safeguards that would 
satisfy her when Home Rule was being discussed. She 
refused. The first change of premiership in the Irish Free 
State wiped out all the safeguards inserted into the Treaty, 
and Northern Ireland silently congratulates herself that she 
was not so foolish as to trust to safeguards. She cannot 
help drawing a contrast with British policy. Since her 
Government was established it has had relations with 
Coalition, Conservative, Labour and National Governments 
at Westminster. There has never been any attempt to 
upset the relations or evade the obligations entered into 
by a predecessor except by mutual consent. 

If the Northern Protestant has an active dislike towards the 
Free State’s political policy, he still more disapproves of its 
economic policy. Ireland is a small country, cut off from 
the Continent by Great Britain and by twoseas. She has 
few great natural advantages. The rich grass of Meath 
and Kildare has, it is true, no equal in the world for the 
breeding and the fattening of cattle and horses, but most 
of her tillable land is of no more than medium quality at 
the best, and much of her area is only fit for the grazing of 
sheep. Her mineral wealth is small and the cost of winning 
it makes its working unprofitable. Coal is virtually non- 
existent, and she has no falls like those of Scandinavia or 
Northern Italy to provide cheap electricity as a substitute. 
These difficult facts imply that if a standard of living above 
that of mere subsistence is to be the portion of the I[rish- 
man he must depend for most of his comforts and even 
for some of his necessaries on imports. The North 
endeavours to meet this situation by exporting her manu- 
factures and her farm produce in order to pay for what she 
gets in return. The policy of the Free State is to hinder 
imports by heavy duties, or if that is ineffectual by prohi- 
bition, and to foster the home production of commodities 
which could be more cheaply and more efficiently produced 
elsewhere. ‘The North desires a free market, the South 
aims at a closed commune. ‘This economic ideal, while it 
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is the favourite of post-war politicians in many States, is 
heartily condemned by practically every economist and by 
not a few statesmen as the cause of most of the economic 
troubles from which the world is suffering. ‘The divergence 
of policy between North and South is no new thing. At 
the Dublin Convention which preceded the final break 
between North and South and the establishment of the Six 
County government, it was an open secret that one of the 
main factors in preventing agreement was the insistence of 
Southern Ireland on complete fiscal autonomy. The 
industrial North preferred a Zollverein with Great Britain, 
the agricultural South demanded the security of tariff 
walls. 

Can it be wondered at that Northern Ireland and the 
Free State have failed to find common ground? Both 
have in view the prosperity of their country, but the one 
is politically unionist, the other as ardently separatist ; 
economically the North cultivates the closest relations with 
her nearest neighbour and best customer, while the South 
prefers isolation as far as practicable. How can two walk 
together except they be agreed, while both sides are set 
on their own way, and neither is easily turned aside ? 


III. Dominion Status ror THE NortuH ? 


HOSE who believe that the problem of Irish relations 

with the British Commonwealth would at once be 
solved if the unity of Ireland were achieved—and that 
seems a forlorn hope—have suggested ways in which this 
consummation might be reached. It is now more or less 
agreed that force is not at this time of day a possible 
solution. When the Saar, a conquered territory, was per- 
mitted at the end of a period of probation to decide its own 
fate, Northern Ireland after 15 years of self-government 
may confidently claim the same right. And if to-morrow 
there were a plebiscite ordered of Northern Ireland, can 
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anyone doubt that there would be a two-thirds majority, 
if not more, in favour of the status quo? It has been sug- 
gested that Northern Ireland should be forced to accept 
Dominion status, or in the alternative to give up her 
present government and to become again a part of the 
United Kingdom, ruled from Westminster. 

Let us take the latter alternative first. To begin with, 
Northern Ireland is already under the rule of Westminster 
in two very important respects, financial and commercial. 
Her principal taxes and her fiscal relations with other 
countries are determined by the British House of Commons. 
But she has the highly valued privilege that she is repre- 
sented in that House, and that her representatives have 
their seat in the councils of Empire and can voice the 
opinions and the convictions of the province. Her self- 
government is a government of local affairs, but she has 
found that to be of great advantage, in that local con- 
ditions can be appraised and local needs met more easily, 
more quickly and more cheaply than would be possible 
under central control. The British House of Commons, on 
the other hand, can with difficulty find the time adequately 
to deliberate momentous decisions on matters affecting 
not merely Great Britain but the Empire and the world in 
general. Is it likely to resume the responsibility for the 
local administration of a small section of Ireland, a respon- 
sibility of which it gladly divested itself fifteen years ago ? 

Consider the other alternative, that Northern Ireland 
should be forced to accept Dominion status, with full 
fiscal and financial control and responsibility. To begin 
with, it is hard to see how this measure is to simplify the 
problem. The complete divergence of sentiment and 
policy between Northern and Southern Ireland is not likely 
to disappear if the North were placed in a position of greater 
independence and responsibility. There remains the only 
other possible argument, that Northern Ireland, left to 
sink or to swim, would soon be in such straits that she must 
clutch for support at her nearest neighbour. 
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It would not be possible for the Irish Free State to exert 
any more severe economic pressure on a Northern Ireland 
with Dominion status than that which the various measures 
adopted to isolate Southern Ireland have already caused. 
It is impossible further to injure a trade which has been 
already killed. 

What, then, remains? ‘The argument that Northern 
Ireland is so heavily subsidised by Great Britain that were 
that subsidy withdrawn she must fall by the weight of her 
social services. ‘To test the validity of this statement, we 
must consider at some length the finances of Northern 
Ireland. Under the 1920 Act, with the exception of the 
already existing Terminable Land Annuities of the province, 
the proportionate share of certain Irish funds, and the 
produce of some inconsiderable taxes such as entertainment 
tax and of the local stamp duties, the entire revenue of 
Northern Ireland is controlled and collected by the 
Imperial Parliament. This arrangement was welcomed by 
the North. It ensured the maintenance of the Union 
with Great Britain and, as a consequence, the right to send 
representatives to Westminster; an absolutely open market 
in England and Scotland, without restrictions or irksome 
formalities; and:a right to share in the benefits of any 
trade treaties made with foreign countries by the Imperial 
Government. On the other hand, it imposed upon the 
inhabitants of a relatively poor country the duty of paying 
taxes, customs and excise at the same rate as is paid by the 
citizens of the relatively rich country of Great Britain. 

The first scheme of financial relations provided that out 
of the net revenue collected from Northern Ireland, less 
the cost of collection, provision should be made for a fixed 
Imperial Contribution, to be a proportionate share of the 
cost of Imperial services, including the service of war 
debt ; and that the balance should provide for the services 
transferred to the newly constituted government, any 
surplus left being made available for relief of Northern 
Ireland taxation. As the original Imperial Contribution 
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was fixed on the basis of the revenues collected during the 
boom years at the close of the war, and as the slump in ship- 
building and in the linen industry practically coincided 
with the establishment of the Northern government, it 
was realised on both sides that this arrangement was quite 
impracticable, and the Colwyn Commission was set up to 
devise a more equitable scheme. It evolved a rather com- 
plicated formula which in practice works out somewhat as 
follows. Out of the revenues collected in Northern 
Ireland, the British Exchequer returns a sum sufficient to 
cover the cost of the services administered in Northern 
Ireland, those services, mutatis mutandi:, being the equivalent 
of similar national services provided for the citizens of 
Great Britain. It is the right of the Treasury in White- 
hall—and no one who knows the Treasury will doubt that 
it exercises the right—to query any claim for reimbursement 
which seems to overstep this principle. It is therefore 
technically quite true to say that the social services of 
Northern Ireland are paid for by Great Britain, but the 
money to pay for them is collected in Northern 
Ireland. 

In respect of one service help from across the water must 
be admitted. Unemployment benefit is a transferred 
service, and proved at first very costly owing to the trade 
depression in the area. It is a maxim in insurance that the 
wider the clientele, the sounder the risk, and Northern 
Ireland was fortunate in convincing the Ministry of Labour 
and the Board of Exchequer at Westminster that Northern 
Ireland was too small an area and that the schemes for 
Great Britain and for Northern Ireland should be amal- 
gamated. Each country was to retain administration, the 
scales of contribution and of benefit were to be identical, 
but the country with the higher percentage of unemploy- 
ment was to receive an “ equalisation payment ” from that 
less hardly hit. Since the agreement in 1925, Northern 
Ireland has received in “equalisation payments” £3,500,000, 
but for the past two years there has been such a diminution 
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in the numbers of unemployed in the province that no 
monies have changed hands. 

There is, however, another side to the picture. The 
Colwyn Commission, after providing for meeting the cost 
of Northern Ireland services, practically earmarked the 
surplus as the Imperial Contribution of the province. 
Since 1920 the total of that contribution has amounted to 
almost {26,000,000. It was at first a considerable annual 
sum, but it has steadily fallen since. ‘This was due in part 
to the increased cost of the obligations undertaken by the 
Northern Government from time to time, as the scope of 
social services has widened pari passu with those in Great 
Britain. The expenditure of Northern Ireland rose from 
nine millions in 1922-3, when she paid an Imperial Con- 
tribution of six millions, to just over ten millions in 1932-3, 
when the contribution had dwindled to £75,000. The 
main cause of the fall, however, has been shrinkage in the 
total revenues of the province. This is the result of a 
number of forces. Shipbuilding has for years been in a 
state of suspended animation and is only now commencing 
to show signs of revival. The linen trade since the war has 
been passing through very trying times. The reduction in 
the consumption of whiskey alone has diminished the 
yield of excise in Northern Ireland by about a million and 
a half per annum. 

Reduction in the yield of Imperial taxation is of course at 
once reflected in a diminished revenue in Northern Ireland. 
Better times, however, will allow her again to pull her weight 
in the boat. 

Against the Imperial Contribution already paid must be 
set certain sums. ‘The land annuities payable under land 
purchase schemes carried through prior to 1920 were 
handed over by the 1920 Act to the Northern Ireland Govern- 
ment as a source of revenue free from the overriding 
control of the British Treasury—pocket money, one might 
say, for the new State. The value of these annuities 
amounted, up to 1933, to approximately four and a quarter 
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millions. Incidentally, the same annuities, amounting in 
that case to a much larger sum, were offered to Southern 
Ireland under the same Act, an offer which was, with the 
Act, refused. Grants-in-aid were made for the cost of 
special police and of compensation for malicious injury 
during the troubles that immediately followed the estab- 
lishment of the Northern government ; and mention has 
already been made of the “ equalisation payments ” under 
the reinsurance scheme entered into in 1925 with the British 
Unemployment Insurance Fund. The total of the sums 
received under these heads comes to between twelve and 
thirteen million pounds. Even after these deductions are 
made, however, it will be seen that Northern Ireland has 
been able, not only to pay her way, but to make a material, 
if modest, contribution to the national exchequer. 

It has been suggested that the social services of the 
province are paid for, or at least assisted, by loans from the 
British Treasury. For this suggestion there is absolutely 
no foundation, no such loans having ever been made. Ulster 
Loans have been issued, and are held in part no doubt by 
British investors, but they have not even the Treasury 
guarantee. A glance at a Stock Exchange list will show 
that the credit of Northern Ireland compares not unfavour- 
ably even with that of Great Britain. Her total loan issue 
amounts to less than 6,000,000, and has been used to 
finance Trade Facilities Acts and to make advances to local 
bodies. 

From what has been said it will be seen that Northern 
Ireland, given a reasonable recovery in trade, would have a 
fair prospect of maintaining herself if granted Dominion 
status. Indeed, one hears every now and then debates on 
the question, with strong arguments advanced in favour of 
the change. But the mass of the people and their leaders 
want no alteration. To begin with, they prize the Union. 
The Northern Irishman is at present a citizen of the United 
Kingdom, and has as his right whatever privileges and 
opportunities that citizenship confers. Dominion status 
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would do away with that. Commercially the area would 
probably be little affected, as undoubtedly the first act 
of the new Dominion would be to offer and to ask for a 
Zollverein with Great Britain. But there would be a 
frontier, and where there is no frontier as at present there 
can be no vexatious delays or formalities. Lastly, the 
Northern Irishman has a near neighbour possessing 
Dominion status, and he is not greatly impressed by its 
advantages, either political or commercial. 

Would Great Britain be willing to impose such a change 
on Northern Ireland? That of course is a question which 
an Ulsterman cannot answer. But one might surmise that 
in the absence of any demand, and in the face of opposition 
even from the country most concerned, a British Cabinet 
would hesitate to impose a new form of government upon 
it so soon. There appears to be no evidence that the 
present form of government by devolution has proved 
unworkable. It has been able to maintain law and order, 
and so far as in it lay to foster development in trade, in 
industry and in agriculture. Its relations with Great 
Britain have been uniformly friendly, and it has been 
possible for each authority to exercise its functions in its 
own sphere without clashing. Nor has the experiment 
been a particularly costly one. 

There remains the argument of political expediency. 
The imposition of Dominion status on Northern Ireland, 
we are told, would go a long way towards settling the Irish 
question. But would it? Would the sentiments and the 
convictions of the majority undergo a sea-change if Northern 
Ireland were a Dominion? Would it be suddenly con- 
verted from ardent Unionism to a separatist Nationalism ? 
Would it welcome a towering tariff in exchange for loss of 
markets ? Would it lose its taste for the British connection 
and desire an Irish republic? And if it did, with which of 
the parties, positive, comparative or superlative republicans, 
would it make common cause? If none of these radical 
changes occurred, how would a yet more independent 
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régime in the north help on the unity of Ireland? In the 
past century many remedies have been tried for the Irish 
problem. Catholic emancipation, land law reform, land 
purchase, devolution, the granting of Dominion status, 
each of these measures was to bring peace and contentment 
to Ireland and to forge a bond of friendship between her 
and Great Britain. Well, the result is there for all to see. 
Is yet another panacea to be tried at the expense of Northern 
Ireland, or would it not be better to leave the patient for a 
time to the v1s medicatrix nature ? 


Northern Ireland. 
February 7, 1935. 





THE GOTANI SHOW 


OTANI is in the Coast Province of Kenya, in what is 

called the Kilifi district, in the Giriama country. It 
lies some thirty miles inland from Mombasa and some nine 
miles north from Mariakani, a station on the railway line, 
where a few petty Indian shopkeepers eke out a precarious 
and insanitary existence trading cotton goods for corn— 
when there is a harvest—and when the seasons fail bartering 
poor corn for poorer Giriama cattle. 

Northward there is some forest of fine timber trees. 
South-easterly, towards the Indian Ocean, lies that coastal 
belt of rich, well-favoured land which in the days of slavery 
was once the granary of Arabia, but now, returned to bush, 
breeds only “ fly.” Inland for two hundred miles stretches 
the Taru Desert. Gotani is on the edge of desiccation. 
In the dry weather, the winter of these parts, it is a grey 
hot land, bespattered with grey thorn trees, traversed by 
greyer paths along which cattle and goats and Giriama 
wander seeking food and water, and some by some miracle 
surviving. 

Through the hot grey haze comes the tinkle of the bells 
and the patter of a hundred hooves, a dust cloud hides the 
herd, the sounds dwindle, the dust slowly drifts away and 
the thorn scrub shimmers again in the heat—till night falls 
and there is some small relief from heat if not from thirst, 
and the cicada wake and whistle through the hours of 
darkness till the grey dawn heralds another grey day, and 
the heat holds herds and people in its grip, the grip of the 
Nyika.* 

And slowly the goats and the cattle die, and the herd 
turns towards Mariakani to barter poor cattle for still 

* The thorn bush desert country inland from the coast. 
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poorer corn, or the folk, less fearful for themselves than for 
their flocks, lie prostrate on the railway line—and the mail 
is late in Mombasa by the time it takes a Midland driver to 
persuade them that his living also is precarious and that his 
engine has no water to spare. 

But let the rains break, and almost in a day the grass 
springs short and green and the thorn trees burst into leaf 
—small crisp leaves, yellowish green like the green of 
larches in springtime—and the land looks richer and 
pleasanter than any you have known, and the Giriama 
forget, as they have always forgotten, the grey hot days. 
You may offer them new lands and they will laugh and point 
at the green pastures, and you have no answer that will 
move them. And year after year they and their women and 
their children and their flocks will suffer untold hardship, 
and for the springs, and for the one fat year which breaks 
the groups of seven, stay on in their barren land, and laugh 
and, while heaven wonders, grow fat against the forth- 
coming famine. 

For they are of a stoutish habit and belie the pastoral 
tradition. 

The men, or those you meet—the survival of the fittest 
it must be—are handsome folk; brown, almost copper 
coloured, clean skinned and muscular. Usually they are 
naked to the waist, from which a long close-folded cloth 
hangs to the ankles—the “ sarong ” of the East. Over their 
shoulders, or wrapped turban-wise around their heads, is 
another cloth, which as night falls serves as a body garment. 
The favourite colour now is a pale blue-grey. Sometimes 
a fez is worn. French grey and clean copper skins, slow 
movement and a fine quiet smiling courtesy—such are the 
menfolk of the Giriama, or such they seem. The grey 
square-bearded elders, veritable Abrahams. 

The women show a queer contrast. You would expect 
the “ yashmak,”’ or at the least some long draperies of sorts, 
for there is no small touch of Islam on the tribe, though 
Islam never held them; but instead you find matronly 
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ballet dancers. Matronly, for their bearing and their 
figures are no less ; ballet dancers, for their fashions are no 
more. Great coils of fine wrought copper round their 
necks—the brooch chains of our grandmothers—yard upon 
yard of it, and then a kind of ballet skirt, a cross between 
the kilt of Scotland and the multifold petticoats of Holland, 
but short cut and close pleated, and, like the chains, yard 
upon yard of it; and then stout thighs and calves, always 
going somewhere, carrying the stout body and the-ypright . 
woolly head on which is balanced ever a calabash with 
water or a basket filled with grain. Grain to the market, 
water to the hut ; water or grain, backwards and forwards 
through mile after mile of grey bush—for market and water 
and hut are ever miles asunder, and often there is no grain 
to take to market, and oftener no water to take to the hut. 
No single drop of water for grey mile after grey mile. And 
ever the kilts swing and the stout thighs step out. 

We see them only in the spring, when the rains have 
fallen and the water holes are full, troops of women and 
young kilted girls all calabash-laden, stepping out up the 
slopes, carrying grain to the market or water to the huts— 
stout and well-nourished folk if somewhat short of stature. 
But of the winter, when the pools have failed and the grey 
heat holds the land, we know but little. The stout-thighed 
matrons may survive again, but of the small kilted gnomes 
the toll must be a large one—in our hot winter many elves 
must surely die. 

Their villages—from the train you think them haystacks— 
are no more than basket-work, hay on basket-work, deftly 
if easily woven and equally easily left. They represent 
recurrent not capital expenditure, but the land that was 
their capital is slowly drying up. 

Such are the Giriama, or those you see. But back in the 
villages, back in the fastnesses of the Nvika, are the halt 
and the lame and the blind, the poor unnourished folk— 
the sick rabbits, the sick elephants—whom no one ever sees, 
no one save the doctor, or perchance the missionary, who in 
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these days trek where of old times great names seldom 
ventured. What of them ? 

At the Show I speak of there was an Ngoma* band, fierce, 
virile, muscular, and noisy to the last degree, active and 
muscular and accurate, turning and dancing and twisting, 
falling ever on the bell-clad foot, dropping deftly to the tom- 
tom beat and keeping with an absolute perfection to the 
ever-changing time; no English stage could better it. 
And the leader of these braves ? A small misshapen knave 
in tattered khaki, with useless flail-like spindle legs which 
shook and fell from side to side as, upturned on his hands 
and arms, on which alone he walked, with back-bent head 
and twisted neck he moved deftly among the dust of the 
dancers. With no uncertain voice he held them, as up- 
turned on his chest and arms he moved and tumbled 
through his pagan band, directing his drums, calling his 
chorus. And ever his useless legs flapped flail-like and his 
tongue protruded and his eyes rolled—and the survivor 
of an epidemic held the ring. 

But back in the villages, back in the bush, how many dree 
their weird unblessed—or uncursed—with devilish intelli- 
gence? Few see a sick native save the doctor, but there 
are doctors now and we know that the Giriama are not 
what they seem. The dancers are the few and young, the 
old men hardly middle-aged, the matrons little more than 
girls, and the old women—who knows what the old women 
are save that they are a power inthe land? ButinGiriama 
no one is really middle-aged—you are young, or you are 
old, or you are dead, and that is the end of it. Or is it? 
From the great graveyards of the people on the ridges 
looking seaward do you not yet hold sway? For famine 
and pestilence or plenty, for war or peace, for progress or 
reaction? You have in the past, and well you know it, 
you old dead people of the Nyika who visit time and again 
the sins of the fathers on the sons. But will you again ? 

* 


* * 


* A native dance. 
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In Gotani on the edge of desiccation there has been held 
a show! But it began a long time ago: Krapf, I think, 
began it, this second chapter that I speak of, and though he 
seemed to fail, as the ruins at Rabai might try to tell, his 
spirit still lives on. And then the Sircar, waxing and 
waning through small wars and great till at last to-day we 
held a show and Mwinyi, almost one of themselves, squared 
the never ending circle and lit a fire which in his time at 
least should not go out. 

Mwinyi is the real hero of this story. Mwinyi, the pagan 
who fought the witch doctors. He was an Askari Kanga 
when I first knew him, a kind of tribal policeman or chief’s 
messenger, on the staff of the District Officer. He had 
been sent with the doctor to look after the porters, to inter- 
pret, to arrange for the people to come in to the doctor’s 
camp, and to deal with the hundred and one occasions where 
medicine and native administration meet. But Mwinyi 
found another job as well; for he was the first convert to 
new ways and methods and thereafter never faltered, and 
when the time came, and all the power of witchcraft was 
against us, fought. 

That was two years ago in the Digo district south of 
the railway line, where Digo and Wa Daruma drifted 
lethargically through the years, sick and dying, gnawed 
and bled by the worms which in Africa have you and hold 
you almost as soon as you are born, and slowly hurry you 
on to their fellows who deal with the dead. 

In Digo we had thought to deal with the worms by 
doctoring and by digging. Doctoring the folk, and digging 
pits for the worms. But the drugs were in some cases 
dangerous, and the digging difficult. There were fifty 
thousand folk to doctor and ten thousand pits to dig; 
and some folk died, for the drugs, as I say, were dangerous. 
And the witch doctors, jealous for their practice, laughed 
and cried, “ We said as much.” And Mwinyi and his 
doctor dug and physicked and fought and won. And 
to-day the Digo dig and plough, and on occasion laugh at 
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witchcraft, and Mwinyi has preached pits and ploughs to 
the people at Gotani over the railway line. 

Gotani the day before yesterday was only a crossroads, 
or hardly that, but yesterday they bored, and to-day a 
windmill feeds water to the Giriama flocks and fields, so at 
Gotani we could hold a show. It was an “ African” show, 
so the posters ran, not just an agricultural show or a 
health show or anything restricted or parochial, but an 
African show—that and nothing less. That was the 
District Commissioner’s notion and from that ll 
followed. 

We were all there. Administrators and doctors and 
vets., missionaries and agricultural officers, and the engi- 
neer; even the press was represented, for there is a road 
from Mombasa now and a car can travel of a morning 
the miles that took Krapf’s porters days or weeks; and 
thousands of Wa Giriama. 

The road was the first exhibit, the windmill the second, 
a good road and good water where before there were 
neither, and the Giriama are thinking over both. Water 
for the cattle, lorries to market ? How many more roads 
and windmills are required? ‘The engineer’s exhibits 
were the basis of it all. 

Then there was a long grass shed or shelter labelled 
for some queer reason “ Heattu,” where on dark blue 
cloth-covered tables and showing white against that back- 
ground stood bottles upon bottles of worms! ‘The diseases 
of the Giriama! Four kinds of worms there were, long 
tape worms and short hookworms, flat worms and round 
worms, and of each kind a native dresser discoursed loudly 
and eloquently and intimately as only an African can talk 
of the things that matter. There was no escape. Matron, 
or warrior, or elder, or babe in arms, you had to listen. 


Come and see my hookworms, 

Learn about the hookworm ; 

They are small but they are fierce, 
And they suck your blood till you die. 
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You’ve got hookworms. 
You haven’t got hookworms ? 
But you have got hookworms ; 
I can see it in your eye. 
& >. > 
ou’ve got hookworms in your belly 


Sucking your blood. 


Come and see my tape worms, 

Great long tape worms. 

You’ve got tape worms eating your food. 
You haven’t got tape worms ? 

But you have got tape worms, 

Three or four tape worms ; 

We’ve all got tape worms now and then. 


Here’s medicine for hookworms, and round worms, and 
tape worms, 

Strong fierce medicine for hookworms, 

And it kills the little hookworms, 

Yes, it kills the little hookworms ; 

For we’ve had it, so we know. 


And so on for long hour after long hour till the dressers 
were hoarse, and the Giriama were thinking it over, and 


some, I think, were convinced. 
Then Mwinyi weighed in on prevention :— 


Come and see my clean choo pits,* 
Fine deep choo pits, 

Sheltered and dark. 

So you dig a choo pit, 

Three feet by two feet, 

Three arm spans deep. 

So you close the choo pit, 
Concrete tops for choo pits. 


Come and see my choo pits, 

Digo choo pits, 

Choo pits for worms. 

Who fouls the bush? The Hyena. 

Who fouls the villages ? 

Not now the Wa Digo. 

Giriama, Giriama, are you myamaf or men? 
Giriama, Giriama, choo pits for worms. 


* A pit latrine. O—as in over. + Wild beasts. 
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And then the manure pit, not a very large one and not 
much manure, but it served its purpose; for here also was a 
salesman. 


Come and see my manure pit, 

My shaded manure pit ; 

Six feet by six feet, 

And as long as you like. 

You call it dirt ? 

Yes, it’s dirt in the villages 

But it’s food for the fields, and riches then. 
Come and see my manure pit. 

Dig you manure pits. 

Clean up your villages, live like men. 

A shaded manure pit ? 

Yes, a shaded manure pit : 

Where 1s the wood when the fire’s burnt out ? 


Then Salim on domestic hygiene. ‘Come and see my 
house.” It was not much of a house. The doctor and 
Salim and Mwinyi had built it in the two days preceding 
the Show, and in the night the rain had dealt heavily with 


the freshly mudded walls; but it was a better house than 
any the Giriama have, for at least it had upright walls 
and windows of sorts, and a door through which there 
was no need to crawl; and in the corner there was a bag 
of coral lime. It was really a poor affair; but it was sym- 
bolical, and it served for Salim; and as you listened his 
mud walls turned to marble and he paced a palace. 


Come and see my house, 

With its doors and its windows; 
Windows for light, and doors for men. 
Who crawls into houses ? 

Rats crawl into houses. 

Who likes dark houses ? 

Don’t rats like dark houses ? 
Three shillings for windows, 

And nine for the door. 

You haven’t three shillings ? 
Then dig a manure pit; 

Dig a manure pit, 

There’s riches there. 
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Then put on whitewash ; 

You can see bugs on whitewash. 
You can’t afford whitewash ? 
Then shade-dry your hides, 
There are shillings there. 

And your wife cooks outside, 

No smoke on our whitewash. 
And beds for the children, 

And tables and chairs. 

You say you couldn’t move them, 
And you’d lose them if you left them ; 
Look out of the window, 

The windmill’s there ! 


Salim had not forgotten the engineer—Salim, craftsman 
and farmer. 

And outside the house Katanja, who had listened all 
the while, gathered together the doubters. ‘“ You said 
you had no money? Over there they will teach you to 
shade-dry your hides! Over there to make clean ghee! 
Clean ghee fetches much money in Mombasa. Over 
there how to select your seed! Over there to cure your 


cattle! Over there to plough! Giriama, what are your 
cattle for? Your women work while your cattle rot. 
Giriama, Giriama, go and learn to plough!” And “ over 
there,” all round the show-ground, African agricultural 
and veterinary lads did these things. 


Come and see my prize maize cobs. 

Choose seed from good maize cobs, 

And you’ll have good maize cobs, 

And maize cobs to spare. 

You want prize maize cobs ? 

Then dig a manure pit, 

Dig a manure pit and grow prize maize cobs. 

Prize maize cobs mean windows and tables and chairs, 


Further over Hassan ploughed. Ploughed with Giriama 
oxen only ten days trained where never an ox had worked 
before. And the Giriama looked and wondered and pon- 
dered, and towards evening on the second day some of 
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them returned and the representative of a great Nairobi 
firm sold six Canadian ploughs. 

And then the forestry folk. ‘Two old Swahili ex-Askari, 
toothless but intolerant still, with crumpled Punch-like 
faces, stood clad in the green jumpers and black fezes of 
their corps, the forest guards of the conservator, silent, 
by some fine timber. The Giriama gave them a wide berth 
and the forestry exhibit was neglected. Who knew what 
they might not be there for ? 


We never borrow trees. 

But perhaps our brother has done so, 
Last month or a year ago, 

And forest guards—better be careful. 


So thought each Giriama, maybe more or less rightly. 
But the old guards had caught the infection. Slowly 
they moved two great baulks of timber forward from their 
stall, spoiling its careful symmetry. Swiftly they raided 
the neighbouring produce stall of the prize casava root— 
a root almost elephantine in its proportions—and fixed it 
upright between their baulks of timber. No Giriama 
could resist it: never before had such a root been seen, 
and casava is the diet of the people. The Askari slipped 
behind the timber. Slowly a crowd collected, carefully, 
watchfully. Slowly the old men emerged. Softly and 
slowly they spoke. 
Come and see our fine timber, 
Timber for windows and doors, 
Timber for chairs and tables. 
Six planks you could cut from this bole, 


Seven from that one. 
See our fine timber. 


Then waxing eloquent as the crowd’s interest grew— 


Giriama, Giriama, 

This is real timber ! 

No packing case trash we show you, 
No sticks for shenzt* doors. 


* Uncouth, uncivilised, barbarian. 
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Our wood will last you a lifetime. 
Buy you our trees and saw them. 
The Swahili can teach you. 

Know you the doors of Mombasa ? 
Our grandfathers carved them. 
Carve you doors for your children. 
Buy our fine timber. 


And righteously indignant and with the rasp of the 
parade ground of their youth once again in their voices 
as the universal plea of poverty was pled— 


Allah! You haven’t the shillings ! 

See our casava then, 

Our giant casava. 

Grow you casava like ours. 

Work in your shambas.* 

Dig deep and deep and deep, and ever deeper. 
Sweat like ten women, 

And dig a manure pit. 


Almost the word “ Dismiss” ended their discourse, but it 
would not have mattered. The forestry had “got across.” 

Lastly the mission. From Kaloleni in the forest they 
had come and under a long low shelter at Gotani had set 
out some work of no small merit. There was a gate-legged 
table, finely turned, and some long lounge chairs well 
upholstered, and an occasional table or two, and some tea- 
trays, all good cabinet work and a credit to the lads who 
had made them and to the teacher who had taught; but 
they would have been out of place in the poor shack where 
Salim was so seriously preaching doors and windows and 
tables and chairs to half-naked Giriama. 

Further along the shelter the mission lads were working. 
Young Giriama they were, neatly clad in khaki shorts and 
clean white singlets. Some making more fine chairs, 
some carefully chiselling stone for a chancel arch, and some 
making foot-square concrete slabs; but the purpose of 
these last was obscure, for no one spoke. Deftly and silently 


* Fields. 
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they worked while a sour native deacon looked grimly on, 
and the half-naked Giriama sightseers stopped only for a 
moment and then wandered by. 

There was a technical instructor from the mission with 
them too, and I thought I caught a twinkle. Clearly he 
must be a good teacher—and I was sure about the twinkle 
—so I ventured. Was there, I asked, a very large demand 
for chancel arches at Gotani, or for gate-legged tables ? 
And would he tell me what were the foot-square slabs 
for? The twinkle twinkled. No, now that he came to 
think of it there was not, but the lads liked to show what 
they could do and there was plenty of plain stuff at the 
mission. But concrete slabs were going well. They were 
for flooring huts. They were popular because you could 
move them when you moved your hut, which, in Giriama, 
famine or white ants or fancy frequently makes you do. 
The slabs gave me an idea. Had he seen Salim’s house 
or Mwinyi’s clean choos? No, he hadn’t, but he would 
like to. So we wandered there. 

I knew our Salim; no sign of recognition crossed his 
face as his lecture proceeded. 


There is the place for the bed, 
There for the table. 

Open the window so, 

So close it on dusty days. 
Keep food in a meat safe. 
Plaster your walls and floors. 
Shelves for your dishes. 


He furnished his house from the air before our eyes, but 
I wondered if the Giriama, who had never seen a bed, much 
less a meat safe, beheld the same vision. 


We passed on to where Mwinyi praised the virtues of 
the pit latrine. 


Come and see my choo pits, 
Concrete tops for choo pits, 
Choo pits for worms. 


But there was only one concrete top, and they are heavy 
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things, and Gotani is a far cry from Malindi, where the 
prisoners might make them. 

I wandered off to see the ploughing and left my friend 
from the mission in earnest conclave with Mwinyi and 
Salim, talking technically, as craftsmen do. 

* * * 


Early next morning—it was a two-day show—I wandered 
round again to see if Salim’s house still stood and whether 
Mwinyi’s pits had not caved in. But, all was well, and 
the shanties still went on, somewhat hoarsely perhaps, for 
the first day had been a long one and the last Giriama had 
not left till dark. But there seemed to be a new vigour in 
the voices, and as I listened I caught a new verse. 


Here is the place for the bed, 

Here you put tables and chairs. 

So you put slabs on the floor, 
Foot-square slabs on the floor, 
Mission lads make them. 

Windows and chairs and doors, 
Concrete slabs for floors, 

Over there mission lads make them. 
Mission lads make concrete slabs, 
Over there they make them. 


I looked in, and almost rubbed my eyes to make sure that 
it was no mere vision, but there was no deception. More 
than half of Salim’s shack was neatly paved with foot-square 
concrete slabs borrowed from the mission! The palace was 
taking shape, and Salim proudly paced if not a marble floor 
at least a fair and much more practicable substitute. 

So, Salim, missionary and good Mohammedan. 

Then I turned to Mwinyi and his pit; for he, too, seemed 
to have another song, and thus it ran :— 

Come and see my choo pits, 
Concrete tops for choo pits, 
Mission lads make them. 

Buy you concrete tops for choo pits. 
Over there are tops for choo pits. 


Mission lads make them. 
Sell them over there. 
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So sang Mwinyi the pagan, and I wandered “ over there.” 
But over there the quiet of yesterday had gone, and a crowd 
thronged in the neighbourhood of the mission shelter ; 
for at one end there was a new exhibit. In a small hut 
or booth erected overnight was some sound plain carpentry ; 
no gate-legged tables or fine chairs, but a simple table and 
a bench, a box and a most ingenious trestle bed filled in 
with the kind of wire netting which we use for coffee trays— 
most clearly bugproof—and a plain door frame and a batten 
window. All well made, but cheap and simple. Even in 
Salim’s poor house they had not been out of place. And 
a crowd of pagan elders listened as in his soft boy’s voice a 
mission ’prentice told his story. 


No bugs in a bed like this, 

No need for scratching. 

Eat at a table. 

The wind blows in at the door, 
Stirs the dust near the floor. 
Eat at a table. 


See my fine box for clothes. 
See, so is it dovetailed. 

Yes! Just like clasped fingers. 
So is it bound with brass, 

No rats can get into it. 

Buy my fine box for clothes. 
Only twelve shillings. 


You haven’t the shillings now ? 
But rats eat your clothes you know, 
Rats eat your money. 

Buy my fine box of brass, 

Thus save your money. 


Boxes are rare in Giriama still, both boxes and money, 
but there is a road to a market now, and soon money will 
be more plentiful ; but the time of the savings bank is still 
to come, and our paper money is too often food for rats 
when stored in a hut no better than a haystack. I think 
my friend will sell some boxes, for they are undoubtedly well 
made and worth the price. 
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In the neighbouring shelter, where the gate-legged table 
stood with all the fine furniture utterly (and, I could not 
but think, most unfairly) neglected, a great peace reigned, 
and the sour deacon looked on more sourly even than 
yesterday. But not for long. Evidently he was of the 
same opinion as myself. Suddenly the peace was broken. 
He had a raucous voice, and soon he collected a crowd :— 


Mission lads make concrete slabs, 
Concrete slabs and choo tops, 
Concrete slabs for choo tops, 
Concrete slabs for floors, 

Concrete slabs and chancel arches, 
Gate-legged tables, chairs and boxes, 
Window frames and doors. 


I looked in. It was no fairy tale the deacon told. There 
they lay, large slabs as well as small ones. ‘The Mission 
had started a new industry overnight. 

But the deacon was less sour than he looked. Even a 
gate-legged table could be put to some purpose in Girlama 
when Krapf’s apostle gave his mind to it. He gathered 
them round. The table was closed to begin with. “So! 
Here is a table for a single man. You are married?” 
Up came one leaf. ‘“ Your wife feeds with you here. 
You havea family ?”” Upcame the second leaf. “ Gather 
round my table.” And they did so wondering. I counted 
them, there were thirteen stout Giriama matrons gathered 
round the table. “ And if you have a larger family than 
that we'll make you a bigger table.” Giggling the matrons 
departed to tell the story to their neighbours, and the 
deacon never lacked for ladies through the live-long day. 


* * * 


Then there were prizes, small money prizes, and the 
distribution of some medals, cheap medals it might be, 
but embossed with cows, or sheep, or fowls, like the medals 
they give at shows anywhere in England, and as night fell 


the Giriama drifted away to the villages in the bush to sleep 
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or dance, and on the next day to dance again—or maybe to 
dig? 

One at least I think will dig; for as the quick dusk fell, 
long after the last Ngoma band had disappeared and I 
turned to my tent more than a little weary, I did not leave 
the show ground empty. 

Outlined against the sunset stood two figures. One 
leaned on a spear-shaft and a sword rested on his thigh, but 
the bellstrings round his legs below his knees were gathered 
in the folds of an Oxford fashion which, curiously, one of the 
Giriama bands now affects on ceremonial occasions. In 
silhouette against the setting sun, almost I saw hay wisps 
round corduroy, but now and again he moved and the bells 
tinkled and the spear-blade glinted in the twilight. The 
second figure, the tall tireless doctor. One foot rested on 
the rail round his manure pit, an elbow rested on his knee, 
and on the outstretched fingers of his hand he made his 
points, softly and slowly—almost relentlessly. ‘The spear- 
clad figure listened. And as I passed I heard for the 
hundredth time that day: “... yes, robbery... 
thieving. He’s a thief who only takes and gives nothing in 
return . . . you feed your children . . . do you feed the 
fields ? . . . and so the cattle rot while your women dig 

. and the crops die . . . yes, milk for your children, 
manure for the fields . . . yes, it’s dirt in the villages, but 
it’s treasure, untold treasure, in your fields ... aye, 
mavi* and malit, they are one and the same.” 

And the windmill’s arms ticked over “‘ Mavi is Mali, mavi 
is mali” to the end of time. 

And a herd drove two tired oxen, the first that had ever 
worked in Giriama, through the dusk to the trough which 
the windmill fed. 


* Cattle dung. t Riches, 





GERMANY AND EUROPE 


I. Hitter anp War 


AST December, just after the decision to send an 
international force to the Saar had been taken and 
agreement reached in Rome between the French and 
German negotiators, a visitor to Berlin would have noted 
a remarkable change in the atmosphere, a great relaxation 
of tension. Geneva seemed almost popular. At no time 
since the Nazi revolution had popular longing for inter- 
national understanding seemed so strong. Germany was 
feeling her isolation. Nazi leaders, officials, business men, 
workers, all seemed to hope that 1935 might bring a change. 
Some blamed the armament industry, some the emigrants, 
others what they described as the misleading reports of the 
foreign press, but all were insistent that the paramount 
needs of the German people were peace and co-operation. 
A distinct modification of the German attitude towards 
France was also noticeable. Herr Hitler had just appealed, 
in an interview with Jean Goy, of the “ Union Nationale des 
Anciens Combattants,” for reconciliation “ in the spirit of 
the Front,” as old enemies whom war had taught to respect 
one another. M. Goy’s subsequent speech in the Chamber 
of Deputies, which incidentally brought him a challenge to 
duel with the extreme nationalist, M. Franklin-Bouillon, 
had made a deep impression on Germany. Rudolph Hess 
took up the theme, declaring that Germany no longer 
believed that France was out to destroy her by all means. 
He added that she was “ strengthened in her will to peace ” 
by the speeches and visits of French front-line fighters. 


And the loud-speakers of the Third Reich blared out 
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repeatedly Herr Hitler’s emphatic assurance that after the 
Saar question was settled Germany would have no further 
claims on France. 

In Saarbriicken itself, where the plebiscite campaign was 
then in full swing, it was very noticeable that the German 
Front resisted the obvious temptation to attack France. 
They abused the Governing Commission, Mr. Knox, the 
emigrants, but they left the French pretty well alone. 
The keynote of the whole German propaganda was rather 
that the return of the Saar should be a step towards peace. 
As one rabid Nazi railway porter put it, the Saarlanders 
were a border people who would be the first to suffer from 
a Franco-German war and would have most to gain from 
a Franco-German reconciliation. 

That was before the plebiscite. Since the plebiscite, 
suggestions have repeatedly been made that the German 
attitude was stiffened by success. From Paris and Prague 
came reports of speeches in Germany suggesting plebiscites 
in Austria, Memel, Czecho-Slovakia, Schleswig. It was even 
stated that the German Minister of the Interior, Herr 
Frick, had contradicted his leader by saying that Alsace- 
Lorraine should remain an ultimate objective. Cases of 
bullying by members of the German Front in the Saar 
were used to show how little faith could be placed in the 
German word. 

Writing in The Times on February 1, immediately upon 
his return from a visit to Germany, where he talked with 
Herr Hitler and other prominent Nazis, Lord Lothian laid 
stress upon the Fiihrer’s declaration 


that what Germany wants is equality, not war ; that she is prepared 
absolutely to renounce war ; that he has signed a treaty with Poland 
removing by far the most dangerous and bitter element of the Treaty 
of Versailles—the Corridor—from the region of war for Io years: 
that he finally and for ever accepts the incorporation of Alsace- 
Lorraine in France ; and, finally and most vital, that he will pledge 
Germany not to interfere in his beloved Austria by force, provided 
all its neighbours will do the same. He goes farther and says that 
he will sign pacts of non-aggression with all Germany’s neighbours, 
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to prove the sincerity of his desire for peace, and that in armaments 
he asks for no more than “ equality ” for Germany, and will accept 
international inspection if everybody else accepts it too, 

I have not the slightest doubt (continued Lord Lothian) that this 
attitude is perfectly sincere. Hitler’s Germany does not want war. 


Lord Lothian cannot conceivably be accused of sympathy 
with the political principles and practice of national 
socialism. Nor can Lord Allen of Hurtwood. Yet both 
have recently returned from Germany convinced that 
agreement with her is the only way of ensuring European 
peace, and that there is a real possibility of achieving it. 


Il. Tot New GERMANY 


S there really an opportunity of bringing Germany within 
the European order? Is Hitler sincere ? Lord Lothian 
thinks he is; Lord Allen thinks he is. But Mr. Wickham 


Steed maintains that he is “ capable of being sincere in the 


most contradictory and incompatible directions with swift 
alternations if not simultaneously.” Others go further. 
A French acquaintance of the writer was probably speaking 
for many of his countrymen when he said recently that he 
was bored with Herr Hitler’s peace speeches, for after all 
nobody believed them. 

Let us leave for the moment the ticklish question of 
Germany’s or of Hitler’s sincerity, which must remain a 
matter of opinion, and look at the underlying facts of the 
German situation. 

Whatever we may feel about the ruthless aspects of the 
totalitarian State, we must admit that the German people 
are engaged upon a far-reaching social, political and 
economic experiment. National socialism has been not 
untruthfully described as the bolshevism of the middle 
classes. It is making an attempt to solve the social and 
economic problems that pressed so urgently upon Germany 
without entirely abandoning the principles of private 
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property and individual achievement. It is an experiment 
in regulated capitalism, or, as the Marxists would have it, 
in “ monopoly-capitalism,” with a strongly socialistic bias. 
Incidentally, those who think that the “ monopoly- 
capitalists ” are happily ruling the roost would do well to 
pay a visit to Germany and talk to a few of them. 

But the great crisis of modern industrial civilisation, of 
which the economic depression is but the outward and 
visible sign, could never by itself have sufficed to produce 
the Third Reich. It coincided with a period of intense 
strain in the evolution of a people which, despite the 
brilliance of its achievements, despite the economic and 
political progress of the nineteenth century, despite the 
outward facade of extreme orderliness, had never succeeded 
in attaining that balanced synthesis of corporate life, that 
ingrained sense of national unity, which have marked every 
great nation in history. 

Like all real revolutions, the German revolution came as 
a huge tidal wave, chaotic and diffuse. Infinitely diverse 
streams of German life and thought flowed into it—pan- 
German dreams of world dominion, the more or less 
pacifist ideals of the old Youth Movement, manifestations 
of racialism, from the Nordic evangel of Wagner and 
Houston Chamberlain to the infantile outpourings of 
Wotan-worshippers, the Prussian belief in discipline, drill 
and domination, the reaction against post-war licence, the 
yearning of a disillusioned generation for what can only 
be described as a religion, the anti-Semitism latent in all 
central Europe, the universal trend towards economic 
nationalism—these are but a few. But the fundamental 
driving forces were the longing of the middle and lower- 
middle classes to find an anti-communist solution for the 
crisis, and the urge towards national unity and national 
rehabilitation. Both aims are not only compatible with 
peace; they render peace for a very considerable period 
absolutely essential. 

Whether national socialism is or is not a trick played by 
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wicked capitalists upon the masses, it is fundamentally 
opposed to the proletarian revolution. Now, if there is one 
thing upon which observers of European politics are agreed, 
it is that only a war will give the communists a real oppor- 
tunity. That is incidentally the lesson of Trotsky’s 
History of the Russian Revolution. ‘The same view is 
put forward again and again in Germany by members of 
all classes. Herr Hitler himself almost invariably uses the 
argument, in speeches and private conversations. Is he 
deliberately prevaricating ? 

His antipathy towards communism is certainly genuine. 
With the Jews and Austria it is one of the points on which 
he is not susceptible to reasoned argument. From a very 
well-informed source comes the story of the. interview 
that led to the resignation of the late German Ambassador 
in Moscow, Herr Nadolny. ‘The Ambassador was a 
German nationalist of the old school. Communists, Jews, 
the devil himselfi—as long as German interests could be 
advanced he did not mind with whom he worked. But the 
Fiihrer did not believe in co-operation with communists. 
Herr Nadolny pointed out that the Russians were excellent 
customers, that they had helped the Reichswehr to cir- 
cumvent treaty restrictions, that since the Treaty of 
Rapallo they had been Germany’s only reliable friends. He 
made no more impression than he would have made upon a 
graven image. Hitler refused to be drawn from his point 
—that Germany must be the bulwark of the Western world 
against Eastern communism. 

Hitler is equally convinced of his mission to accomplish 
German unity. That is one reason why he feels so strongly 
about his beloved Austria, which he naturally regards as 
German. But here again a war would risk what the Nazis 
regard as their principal achievement—the creation of a 
unified Reich. It would throw everything into the 
melting-pot. 

The historical self-consciousness of the new rulers of 


Germany borders on the ludicrous. Streets are named 
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after them, innumerable monuments put up to commemor- 
ate their achievements. They sincerely believe that they 
are building for centuries—indeed, as Herr Hitler himself 
has said, for thousands of years. Surely men like this 
are not likely to be in a hurry to stake everything on the 
dice-throw of war? 

Paradoxical though it may seem, the Nazi movement 
contains a distinctly pacifist element. Recently, a leading 
Nazi, much interested in neo-paganism and notorious for 
his anti-Semitism, a member of the Darré-Himmler group 
regarded by many observers as the chief threat to peace, 
was heard discoursing at great length on the evil influence 
of armament manufacturers, and insisting that the profit 
should be taken out of war. And, he continued, who makes 
the profit ? The Jews, of course. If only the anti-Semites 
of the world would unite to eliminate Jewish influence, 
perpetual peace would be assured! A Quaker friend has 
reported that it was already possible to make frankly 
pacifist public speeches in Germany. He had done so. 
All that was necessary was to avoid the word “ pacifism.” 
As long as you did that, you could talk about peace, racial 
reconciliation, the threat of war to civilisation, the necessity 
of organising security ; indeed, almost anything you liked. 
The best approach, he continued, was the idea of race. 

Whatever we may feel about them, racial theories have 
captured the imagination of the German people. Starting 
with a fanatical belief in the superiority of the Aryan 
German, the Nazis have progressively developed a regard 
for other races besides their own. They were led to do so 
as much by the wish to make their creed universally applic- 
able as by the responsibility of power. Most nationalisms 
of the past have desired that other nations should be feeble 
and easily dominated ; that of the Nazis is exceptional in 
hoping that other nations may adopt racial nationalism 
and thus become, by definition, strong. 

Hitler’s peace speeches have been notable for the develop- 
ment of this new theme of consideration for other peoples. 
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He has repeatedly repudiated the desire to conquer and 
germanise them. 


The spiritual conception of the last century (he said in his first 
speech as Chancellor on foreign affairs), which regarded it as possible 
to make Germans out of Poles or Frenchmen, is entirely foreign 


to us and we shall passionately oppose any attempt to carry out the 
reverse process. 


This is in effect the rejection of imperialism in general 
and Prussian imperialism in particular, which for the most 
part led merely to the establishment of small castes of 
Junkers ruling subject populations. ‘The sincerity of the 
idea is made more evident by the fact that it is derived 
from My Struggle. Hitler writes there of the need to 
conquer land for the settlement of German peasants, 
and of the “ final struggle ” with France, but there is the 
same repudiation of the conquest and assimilation of other 
peoples. 

But if there is so much pacifism in the new Germany, 
it may be asked, why so much militarism? Why the 
uniforms, the flags and banners, the incessant marching, 
the “ liquidation ”—for no other word will do—of pacifists, 
the “ heroic ” education of youth, the distortion of history ? 

In 1916 Lord Balfour wrote a memorandum for the 
Cabinet containing the following prophetic passage :— 


If I had my way, I should rule out any attempt to touch the 
internal affairs of Germany or of Austria. It may be that, under the 
stress of defeat, ancient jealousies—forgotten in the hour of victory— 
will revive. . . . A revolution may upset the Hohenzollerns and a 
new Germany arise on the ruins of militarism. 

Any or all of these things are possible, but I would certainly 
deprecate any attempt on the part of the victorious enemy to bring 
them about. One of the few recorded attempts to crush militarism 
in a defeated State was Napoleon’s attempt to destroy the Prussian 
army after Jena. No attempt was ever less successful. As every- 
body knows, Napoleon’s policy compelled Prussia to contrive the 
military system which has created modern Germany. 


Just as the establishment of democracy in Germany 
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at a moment of chaos and defeat helped to produce national 
socialism, so a good deal of the new militarism can be 
traced to compulsory unilateral disarmament. 

The S.A. and the S.S. are the lineal descendants of the 
Free Corps and Black Reichswehr, formed and financed 
in defiance of the Treaty under the auspices of the Ministry 
of Defence to combat communism and keep the military 
spirit alive. The efficient and ubiquitous Air Defence 
Corps, which organises “ passive” measures against air 
attack for every house and block of flats in the country, bases, 
or based, its propaganda on the prohibition to Germany 
of “active” measures, that is to say an air force. The 
Germans were compelled to establish in the Reichswehr 
the small, compact professional army which many military 
writers regard as the striking-force of the future. Even 
the collapse of the German peace movement was partly 
due to the disarmament clauses; for they placed all 
who wished for the disappearance of militarism in the 
false position of supporting Allied demands generally 
regarded in Germany as unjust. 

What of the education of youth? Professor Ernest 
Barker has pointed out that every nation creates a legend 
about itself and perpetuates the legend in its story books and 
history books. Germany is now making the legend of the 
Third Reich, with saints and heroes and martyrs. She is 
preparing her children for a possible war on such lines 
as these :— 


It must be admitted that modern war, drawing as it does the whole 
nation into the struggle, and making the entire population participate 
in its anguish and dangers, demands intensive moral preparation of 
everyone—men, women and children. In order to be effective 
and to retain merely its defensive strength, our military system 
demands the support of a national educational policy. The cardinal 
factor of this policy is action on youth through forging links between 
the school and the army. Scholastic and military bodies have 
actually the same mission—to develop physical courage, steel the 
heart, and forge the will. While the army forms soldiers who are 
instruments for the defence of the soil, the teaching body prepares 
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citizens, permanent workers for the glory of their country. Before 
being played out on the field of battle, the destinies of a people are 
moulded in the classroom and lecture theatre. 


Only, having been effectively stimulated by enforced disar- 
mament and post-war Allied policy, the Germans are 
probably thus preparing with greater drive and enthusiasm 
than the French, to whom Marshal Pétain addressed 
those words. 


III. Tue German OsjecrTive 


LEARLY, then, a case can be made out to the effect 

that, despite all alarming manifestations, Nazi Germany 
may well be sincere in her expressed desire for peace and 
understanding with her neighbours. Now let us turn to 
the other side of the picture. 

The really salient and disturbing facts about Germany 
to-day have little or nothing to do with the deification of 
race, or with the new paganism, or with the imprisonment 
of pacifists, or with the vague and romantic writings of 
Nazi leaders. They aretwoin number. Firstly, Germany 
is in a fair way sooner or later to re-establish herself as 
the strongest military Power in Europe; and, secondly, she 
is not content with her position in the post-war world. 

Hitler’s outstanding achievement in foreign policy, from 
the German standpoint, is the calling of the ex-Allied, or 
really the French, bluff in the matter of armaments. He 
left the League, disregarded the treaty restrictions, and 
nothing happened. Germany has now emerged from what 
a Nazi leader described as the “ zone of preventive war.” 
Nobody dares attack her. She can rearm as she pleases. 

German rearmament does not of itself give any indica- 
tion of whether Germany’s intentions are peaceful or 
warlike. ‘“ Why is Germany rearming if not with aggressive 
intentions ?”” a Frenchman might ask. “ Nobody wants 
to attack her.” That may be. But no great Power in 
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the modern world actually likes to leave its neighbours in 
a position to decide whether to attack it or not. It prefers 
to be armed. Germany’s demand for arms equality is 
perfectly understandable and justifiable, even apart from 
the question of prestige. 

The reason why German rearmament is so alarming to 
Europe is that Germany is not merely arming to defend 
her status quo. She wants something. However sincere 
her wish for peace may be, she knows that aeroplanes, guns 
and tanks are a useful backing for diplomatic negotiations. 
She knows that as long as a “ promenade” through 
German territory (to use Nazi phraseology) was possible 
to her neighbours they did not need to worry about what 
she wanted. Now that the promenade is no longer 
possible they are worrying very much. 

What do the Germans really want? Professor Banse 
has told us—a German Empire from the North Sea and 
the Baltic to the Mediterranean. Herr Rosenberg has 
told us—the break-up of Soviet Russia and the creation 
of vassal states from the Black Sea through the Ukraine 
to the Baltic. Herr von Schnee and Dr. Schacht have told 
us—the return of the former colonies. Oswald Spengler 
has told us—the regeneration of the decadent white races 
by the spirit of Prussianism. Hitler in Mein Kampf has 
told us—the unity of the German race and sufficient land 
in Europe to support it. And the Fiihrer tells us to-day 
in speech after speech, echoed by all his subordinates— 
“ equality ” and peace. 

Perhaps the truth is that German ideas on foreign policy, 
as on so many other matters in this revolutionary period, 
are in a state of flux. The Germans do not quite know 
what they want. Possibly even Hitler does not quite 
know what he wants. But Hitler and his people are quite 
certain that they are not satisfied with things as they are. 

As long as there is a lengthy list of demands, neatly 
pigeon-holed in the Wilhelmstrasse, any lasting agree- 
ment with Germany seems extraordinarily difficult, if not 
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impossible. A German might reply that Germany was 
not responsible for the Treaty of Versailles, which presented 
them with that list. The evacuation of the Rhineland, 
the abolition of reparation payments, armament equality, 
the “Anschluss” with Austria, the return of the lost 
colonies, revision of the German-Lithuanian, German- 
Czech, German-Belgian (Eupen and Malmédy) and, 
above all, the German-Polish frontiers; it has always 
seemed quite certain that as soon as one matter was done 
with the next would be brought up. 

To-day certain changes seem to have taken place. 
Some Germans, even, no longer feel any great con- 
cern about the Polish Corridor ; they hope that ultimately 
a German-Polish alliance, embodying perhaps a customs 
union or something of the kind, may make territorial 
questions superfluous. Now, if there was one thing upon 
which all observers of post-war Germany were agreed it 
was that Germany would never abandon the Corridor. 
The “ unnatural” amputation of East Prussia inflamed the 
heart of every German who looked at the map. Certainly 
the view mentioned above is by no means generally accepted. 
What is significant is that it can be and is openly expressed 
by leading Nazis. If there can be such a change in 
objectives as is involved in the German-Polish pact, what 
other changes may not also be possible? Hitler’s signa- 
ture of the Polish pact was expressly based on the idea of 
race. Ethnographically the Corridor, or Pomorze as the 
Poles prefer to call it, is almost entirely Polish, or at any 
rate Polish-speaking Slav. ‘The German minority in Upper 
Silesia is comparatively small, and no frontier rectification 
could incorporate it in Germany without incorporating at 
least as many Poles. The Nazis genuinely feel that to 
annex foreign minorities would weaken rather than 
strengthen their new Reich. 

On the other hand, nothing is in the least likely to 
shake them in the matter of Austria. The “ Great- 
German ” idea derives from an ancient tradition and lies 
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at the very root of national socialism. Hitler is an Austrian. 
The Prussians, it is true, have always had qualms about 
strengthening the Catholic and South German elements. 
But unless very fundamental changes take place, the con- 
ception of racial unity, which is held equally fanatically 
on both sides of the Austro-German border, is unlikely to: 
be abandoned. 

Beyond the Austrian objective lie less precise ideas of 
re-establishing a pro-German bloc in central and south- 
eastern Europe to replace the Austro-German alliance 
destroyed by the war. The aim is not a political empire 
—the Germans are well aware of the strength of the young 
nationalities of post-war Europe—but rather the peaceful 
assumption of cultural and economic leadership on the 
lines advocated by Moeller von der Briick, one of the 
earliest prophets of Nazi ideas. The Germans maintain 
with some justification that their trade with the Danubian 
States is greater than that of any other country, and that 
German Kultur has always led the way in that part of 
Europe. The Polish-German pact was probably a first 
step towards this goal, although visions of a break-up of 
Soviet Russia may also have played a part in it. The 
annexation or nazification of Austria would be a second. 
Hungary, Roumania (where there is a strong pro-German 
party), and perhaps Jugo-Slavia, would probably be drawn 
into the German orbit. Czecho-Slovakia, completely sur- 
rounded, could hardly hold out indefinitely. At any rate, 
such prospects must sweeten the dreams of Nazis as well 
as adding terrors to the nightmares of Mussolini and the 
statesmen of France. 

While the emphasis of German foreign policy seems to 
be shifting in this direction, all the other possibilities of 
revision are naturally enough left open. Germany has 
as yet been given no incentive to conceal or abandon them. 
In the case of the Polish pact she has come to a definite 
understanding and has gained something from it. But 
there is no reason why she should be particularly careful 
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of Dr. Benes’s feelings, or of Dr. Schuschnigg’s, or of those. 
of the Lithuanians. So on the Czech, Lithuanian and 
Austrian frontiers a more or less concealed agitation goes 
on among the population of German race. Elsewhere, Dr. 
Schacht points out that, in the present world of economic 
nationalism, Germany’s former colonies would make all 
the difference to her raw material supplies—a far stronger 
argument than the old contention that they were needed 
for surplus population. And all the time the claim for 
equality is stressed above everything else. 

The word Gleichberechtigung covers a good deal more 
than mere armament equality. Herr von Schnee, for 
example, the former governor of German East Africa, is 
already talking about “colonial equality.” But Gleich- 
berechtigung really involves the end of the whole psycho- 
logical and diplomatic inferiority in Europe which was 
based upon German defencelessness and the French system 
of alliances. That inferiority involved, as Lord Lothian 
has pointed out, liability to the Ruhr invasion and to 
incidents like the present situation in Memel. It 
meant that in practice the neighbours of Germany could 
consult about European problems, while Germany was 
kept outside the door and afterwards asked to sign on the 
dotted line. 

Germany has finished once and for all with that method. 
She is not certain about her ambitions, but she is quite 
determined to have as much say in the settlement of the 
future of Europe as any other Power. She will only return 
to the League and take her part in the councils of the 
nations if such an equality is granted. 


IV. Two Mertuops 


ERE, then, is this great people, in the midst of an 
intensely nationalistic revolution, with its ideas as 
yet unformed, but full of a vital energy which impresses 
ail observers: a people which declares its earnest desire 
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for peace through the mouth of a leader who undoubtedly 
has the vast majority of his nation behind him ; a people 
which is slowly but steadily getting stronger. How is it 
to be approached ? 

There are, broadly speaking, two possible methods. 
The first is the method of French policy, which has 
changed its form rather than its essence since the death 
of M. Barthou. It is to establish a system of guaranteed 
security, not only for the western Powers through the 
rejuvenated Locarno, but for the whole of Europe, embody- 
ing the French eastern alliances and the new ententes with 
Russia and Italy. If Germany can be induced to accept 
this through the formal grant of the arms equality that 
‘she is taking in practice with impunity, well and good ; 
if not, it is felt, she will probably be obliged to come in 
eventually. 

The policy of M. Laval seems new, just as the policy of 
M. Briand seemed new. In reality both date back three 
hundred years. “At all times,” writes M. Etienne 
Fournol in Cahiers du Redressement Frangais, 


France has sought elements of security against the great mass 
which borders on the East. . . . The method of neutralising this 
permanent danger is recognised and determined by the most ancient 
tradition of French diplomacy : it is first of all to profit by the impre- 
cision of the political character of this mass. . . . The mass has 
divisions, elements of dislocation. The primary object of French 
policy has always been to utilise them. This system was carried to 
its perfection and supreme expression by Richelieu. . . . Second 
tradition, which is merely a consequence, or a complement, of the 
first : French diplomacy has always sought to find a pillar of its policy 
in another mass, situated further east, which is in a position to 
balance the force of this Germanic mass. 


The French are perhaps the most conservative people in 
the world. ‘To the mind of the Quai d’Orsay the frontiers 
of France’s eastern allies and the integrity of Austria are 
as important to France as the integrity of Belgium and 
Holland is to Great Britain. There is nothing the rulers 
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of France fear so much as an understanding with Germany 
which will calm the fears of the French peasant, make him 
less ready to go to the barracks which, in contrast to the 
Germans, he detests, while allowing the “‘ Germanic mass ” 
to complete its unity and undermine the “ pillars of French 
policy” in the east. 

Thus, despite the London conversations, the policy of 
France remains the great obstacle to the second possible 
approach to the new Germany. It is the approach advo- 
cated in Lord Lothian’s article in The Times—to go to the 
Germans frankly and openly, and without preconceived 
ideas or arrangements, and ask them how they are prepared 
to co-operate in producing a better atmosphere in Europe ; 
to take advantage of Hitler’s offer to conclude non-aggres- 
sion pacts with all his neighbours, without pressing upon 
him a rigid arrangement which both he and his surprising 
new bedfellows, the Poles, intensely dislike. ‘To incor- 
porate in the new agreements, for example, as an earnest 
of the new atmosphere, the abrogation not only of the 
disarmament clauses of the Treaty of Versailles, but also 
of that intensely wounding article which brands Germany 
with responsibility for the war. If Hitler is bluffing with 
his peace speeches, that is the way, and the only way, to 
call his bluff. If he is in earnest, that is the way to use his 
sincerity to bring the new Germany into the comity of 
nations and to stabilise peace. Were it possible to go even 
further, to ask the Germans to say now what they want, 
and by treaty revision to substitute at long last a negotiated 
for a dictated peace, the ideal way of laying disturbing 
ambitions to rest would probably have been found. But 
since that is obviously out of the question at present, to 
meet together and explore possibilities in a new spirit is the 
best that can be done. 

Both approaches are logical and either might be suc- 
cessful. With the first, which is based on fear and pre- 
ponderant force, there is no need either to rely on German 
sincerity or to call the Nazi bluff, if it is a bluff. The 
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maintenance of preponderant force will be sufficient. 
Certainly the German-Polish pact shows the difficulty of 
this ; for as Germany’s strength grows, one after another 
of France’s present friends may find it the path of wisdom 
to drop out of the encircling group, if not actually to join 
up with Germany, till we are back again to the 1914 balance. 
The real danger, however, is that neither approach will be 
used, but instead a compromise between the two. It seems 
not unlikely that the French policy will be sufficiently emas- 
culated to prevent its being really effective, while i 

remains so reminiscent of the old methods that the 
Germans either refuse to co-operate altogether or do so 
half-heartedly. 

As Lord Lothian has said, there are men in Germany 
who do not want any agreement. They are to be found, 
curiously enough, both among the old Prussian nationalists 
—whose influence seems to be growing—and among the 
wilder Nazis. ‘These contrasted elements have this belief 
in common, that a general agreement, and particularly an 
agreement with France, is impossible without the betrayal 
of Deutschtum. ‘The other day a Prussian nationalist 
went so far as to describe Hitler as the man of the 
great betrayal—the man who had sold the Corridor to the 
Poles and Alsace-Lorraine to France. That was an extreme 
case. But certainly these men feel that Germany is getting 
along very well as she is. Rearmament is showing what 
the threat of force can do. The new Franco-Russian coali- 
tion is really a testimony to Germany’s influence and 
strength. The stronger she becomes the more likely are 
others to break out of the encircling ring as Poland has 
done. Why tie up the renascent military force with a dis- 
armament agreement? ‘The Prussian nationalists of the 
old school are not anxious to formulate a list of Germany’s 
demands. That would only solidify the alliance against 
her, or, still more fatal, draw her into a compromise which 
would destroy their dreams of German domination. Their 
waking eyes are on the next objective—Memel, perhaps, 
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to-morrow, Austria the day after. They are waiting to 
win what they want, little by little, a concession here, an 
alliance there, always with the dark threat of eventual war 
in the background. They do not intend to make war, but 
they prefer peace only as an expedient for securing more 
cheaply and less perilously what they are after. 

Delay strengthens their hands. To-day, Hitler is the 
leader, and Hitler is not of their school. Never has he 
expressed himself more pacifically than now, never has he 
more clearly offered conciliation and compromise. In a 
little while, as with all the concessions made to Germany 
since the war, we may once again be too late. 





AFTER THE INDIA REPORT 


I. Tue Reception 1n Inp1a 


INCE the last article from India appeared in Tue 

Rounp Taste much has happened in the Indian political 
world, but the central feature has been the publication of 
the report of the Joint Select Committee. This document 
was released simultaneously in the United Kingdom and 
in all provinces of India, including Burma, a feat of 
organisation and secrecy to which tribute has been paid 
in the Indian press. The newspapers did not stint atten- 
tion. The bulk of the actual text was reproduced all over 
the country, much the most notable effort being the 
Hindu’s reprinting of the entire report, except the Burma 
section, for distribution on the morning of release. ‘Three 
editions of this special issue were sold out, and thus 30,000 
or 40,000 persons in Madras bought all the essential text 
of the report for one anna. Papers in all parts devoted 
leaders and special articles to the report, much the most 
thorough being Mr. Chintamani’s Leader, of Allahabad. 

Much of the comment was naturally a repetition of the 
chorus of March, 1933; for the many features of the White 
Paper that reappear in the report receive the same greeting 
now as they received then—the safeguards, for instance, 
the mode of participation of the States, the extent of 
reservation at the centre. The adjectival fluency in 
denunciation, which is one of the distinguishing charac- 
teristics of the Congress press in India, can be appreciated 
from the following phrases taken from a few consecutive 
lines in a Lahore newspaper :— 


Flagrant disregard. ... Grievous betrayal... . Iniquitous 
fraud. .. . Constitutional trickery. . . . Political chicanery. . . . 
Bamboozle India. 
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The Congress press might indeed without injustice be 
accused, as Mr. Gladstone once was, of being intoxicated 
with the exuberance of its own verbosity. 

Those papers which, like the Leader, offered a deeper 
treatment, all laid stress upon one or two general points. 
In paragraph 12 of the report, the Committee declare the 
preamble to the 1919 Act as setting out “ finally and 
definitely ” the ultimate aims of British rule in India. 
What, ask the Leader and other papers, has become of the 
pledges by Royalty, Prime Ministers and Viceroys ? Why 
is there no mention of dominion status? Why is the 
policy of settlement by agreement, represented by the 
Round Table Conference system, now disregarded ? Why 
is the body of approved principles reached in that series 
of conferences passed over practically in silence? If the 
1919 preamble is the “ final and definite ” declaration of 
British intention, then, the critics say, this involves such 
offensive prescriptions as that any political progress shall 
be only in stages, shall be determined only by Parliament, 
and shall be dependent upon the amount of co-operation 
received. A Delhi journal, referring to the White Paper 
statement that the present Government of India Act would 
be repealed in toto, asked whether with it would go the 
preamble so praised by the Committee, and whether in 
that case there would be any other similar promise in the 
new Act, or whether this repeal was really a Machiavellian 
device to remove legislative sanctity from British political 
promises. Perhaps the keenest resentment was aroused by 
the Committee’s statement that “a British India centre 
is not a possible solution of the constitutional problem.” 
The Leader summed up its attitude in these words : 


Federation or no federation, we must have a responsible central 
government for British India and have it without any more delay. 


It dissents without qualification from the proposition that 

“unless and until some hotchpotch called federation by 

courtesy can materialise, British India can have no respon- 
300 





The Reception in India 


sible government ... Every Indian nationalist should 
sooner commit political suicide than subscribe to an 
opinion that so kills hope.” 

Federation was regarded as distant and uncertain. To 
quote the Hindu :— 


If federation is not left hanging in the air it is at least put through 


an obstacle race from which, if it emerges at all, it will emerge 
exhausted. 


The transitory provisions are condemned as impracticable, 
and the experience of 13 years is invoked to illustrate the 
impossibility of reconciling an irremovable executive with 
legislative control. ‘There was a general tendency to resent 
the Committee’s description of the various circumstances 
in India hindering political development in accordance with 
British democratic tradition. The British Government 
itself was accused of producing, for instance by encouraging 
communal differences, the very circumstances now adduced 
in support of the Committee’s attitude. 

While the condemnatory vein was far and away the most 
prominent, there was not wanting comment of a less heated 
and shrewder type. ‘Thus one paper welcomed the absence 
of dates for further action as affording a flexibility that 
might prove very advantageous to India. Here it was in 
conflict with the more common but less considered opinion 
which clamours for fixed periods. It cut free from the 
general run also when it declared itself “ not altogether 
frightened” by the safeguards. A correspondent in 
another paper took the same view, remarking bluntly that 
“no Governor or Governor-General would have the guts” 
to let loose such an array of powers. A series of contri- 
butions to a Delhi weekly has followed up the theory that 
there may be more of facade and less of substance in the 
retention of power by Great Britain than is commonly 
imagined out here. The writer argues that in such a 
matter as the services no Governor would be able to 
exercise the meticulous interference apparently contem- 
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plated by the authors of the report. The same contributor 
regards the proposed relinquishment of prior sanction to 
the introduction of religious and social legislation as a 
“revolutionary departure,” in that “the British people 
have deliberately agreed to surrender their right in regard 
to judging what legislation in the religious and social field 
is most conducive to the welfare of the Indian people.” 
The report is described as a valuable general constitutional 
document, inasmuch as it is practically the “ first attempt 
at codifying the various British practices and conventions 
and putting them into a concise form.” 'The Committee’s 
remark in paragraph 19, that executive responsibility 
cannot be shared with the legislature, has been declared 
a “definite contribution” to constitutional practice, 
for which future Indian executives may one day be 
grateful. 

Moslem comment was quieter, but the report is saved 
from the odium of welcome in one quarter contrasting with 
condemnation in another. Moslems complain that Balu- 
chistan gets no reforms, and a Lahore paper condemned 
the rejection of “one of the most important” of Mr. 
Jinnah’s 14 points, namely, the vesting of residuary powers 
in the provinces. This paper called for united opposition 
from all Indians, promising the Hindus wholehearted co- 
operation “ if the latter will accept Mr. Jinnah’s 14 points.” 
Considering the vociferous Hindu condemnation of these 
points, the offer falls under the suspicion of being disin- 
genuous. General Moslem opinion does not like second 
chambers, still less equipotent second chambers with 
powers over money Bills (paragraph 215 of the report) ; 
nor has it any welcome for the added powers given to the 
Governor in connection with law and order. The separa- 
tion of Sind is welcomed and acknowledged with some 
expression of gratitude. 

Sikh opinion, as so far expressed, is intransigent and 
frequently bitter, but Sardar Ujjail Singh has made the 
interesting criticism that if the different communities 
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cannot come to terms they cannot expect self-government 
to be bestowed on them by a foreign government. Members 
of other communities have since echoed this opinion. 

Comment on the Burma proposals has tended to centre 
on the actual details of separation rather than on the prin- 
ciple, which had practically been taken for granted before 
the appearance of the report. 

The franchise proposals have aroused comparatively 
little comment, though Begum Shah Nawaz and other 
women leaders would have liked more consideration for 
women. The recommendation of indirect election for the 
federal lower house was greeted with a good many volleys, 
in which Hindus and Moslems united. Sir Tej Bahadur 
Sapru thought the change the product of Conservative 
opinion seeking stable elements at the centre. These 
hopes, he thought, would be dashed, and his general 
criticism, echoed in other quarters, was that indirect 
election would make the central legislature a mere reflection 
of the provincial bodies, with the result that “ there will 
be little room for men representing middle opinion.” 
There are indications, however, that the reasons for 
indirect election set out by the Committee in paragraph 198, 
and their statement in paragraph 202 that they regard 
the recommended system as open to future review, are 
receiving greater consideration and appreciation. If the pro- 
posed intermediate electorate had been the local Councils, 
voting as a whole on a quota system, the recommendation 
might almost have been welcomed in the more sober Hindu 
press. Moslem opinion expresses dislike of all indirect 
systems. Little of the criticism so far has gone beyond 
denunciation out of hand, but it betrays a certain depression 
at the straits to which India is reduced when communally 
elected sections of provincial bodies vote once again in 
communal seclusion for the central body, particularly 
when the insignificant provincial upper chamber groups 
have to perform this function. The election system laid 
down in the report may well have almost a cathartic effect, 
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inasmuch as it exposes to India the reductio ad absurdum 
of communal suspicion and distrust. 

It is generally admitted that the report is a very able 
document, and more than one comment, while strongly 
condemning the substance, has warmly approved the form. 
A welcome has been shown for its frequently attractive style, 
as compared with the aridity of the White Paper. The 
Leader has declared more than once that rather than have a 
constitution such as the report contemplates, India should 
“ prefer to tolerate the present unsatisfactory constitution 
for a few years longer and wait for reform real and sub- 
stantial.” The prevalence of this idea evoked the Secretary 
of State’s timely warning that any hopes of a better Bill 
from the next Parliament were illusory. An Indian Con- 
stitution Act is a flower that like the aloe blossom appears 
only rarely and almost as a portent. 


Il. Tue Report Unper Fire 


N December 6 the Congress Working Committee 

adopted unanimously a resolution condemning the 
report. The phraseology was of the familiar polysyllabic 
kind, and its general tenor can be gathered from the follow- 
ing extract : 


. . . Designed . . . to facilitate and perpetuate the domination 
and exploitation of this country by an alien people under a costly 
mask. ... The Committee is of opinion that the said scheme 
should be rejected, well knowing that the rejection must involve the 
necessity of struggling under the present constitution, humiliating 
and intolerable as it is, until it is replaced by one framed by a 
constituent assembly. .. . 


’ 


“ Rejection ” was the cry in many quarters, but however 
feverish or envenomed the comment there was till recently 
practically nothing to suggest that any constitutional out- 
come would be boycotted. The Hindustan Times of Delhi 
remarked, “If it is forced on us we shall have to bear it, 
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but imposed settlements never last.” Much the same 
meaning is to be read into the Tribune’s invocation of the 
Irish parallel, where an unacceptable Act had to be speedily 
withdrawn and replaced by a treaty. Mr. Vallabhbhai 
Patel was quick to correct a report which seemed to read 
more into his use of “ rejection ” than he intended, and a 
similar tendency to hedge has been generally apparent. At 
the end of December, however, Mr. Patel declared that 
Congress would not hesitate to adopt a policy of complete 
non-co-operation if a favourable atmosphere presented 
itself. 

The meeting of the Liberal Federation at Poona at the 
same time showed the existence of a strong current in that 
party towards association with Congress in opposition. 
Thus even Mr. Sastri: “There may be many willing to 
co-operate, but not the Liberal party.” While this pro- 
nouncement was welcomed in Congress circles, hopes seem 
to have misled judgment ; for Mr. Sastri declared, in an 
article containing strong denunciation of the report (he 
refers bitterly to the “ adamantine contempt ” once again 
displayed by Great Britain towards India), that the Liberal 
meeting “ would have advised rejection if it considered that 
course practicable ” and that to work an imposed constitu- 
tion is no less a duty than to work an agreed one ; “ perhaps 
it is more.” 

It is unlikely that non-co-operation would ever be taken 
up unless it were certain that all political bodies would 
participate ; Congress do not intend to be left out in the 
cold again. If, on the other hand, the intransigent elements 
were to capture the Liberal party, boycott might be seri- 
ously considered. Everything would then depend on the 
Moslems. ‘They are very unlikely to refuse to accept pro- 
vincial autonomy, even though they profess dissatisfaction 
with some of its features. That being so, Hindus will 
never leave Moslems to work the constitution alone. It isa 
peculiar scene that presents itself to the detached observer. 
Some Moslems claim they are a “ sub-nationality,” but most 
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Indian Moslems would probably admit themselves Indians 
first and Moslems second. The Hindus know this, and 
it is because the Moslems nevertheless hold fast to their 
separate electorates and other concessions that they irritate 
their Hindu brethren. 

The Nationalist party contemplates making February 10 
an “ all-India anti-Communal Award Day ” and devoting 
February 16-17 in Delhi to an anti-Award conference. It 
is doubtful whether this agitation will last, and certainly it 
seems unlikely to grow appreciably. In Bengal and the 
Punjab it may continue, but there is a tendency in Hindu 
circles to realise that Mr. Satyamurti was right when he 
said that the Decision could not be ended merely by shout- 
ing at it. 

The Congress attitude of accepting the Communal 
Decision in practice is the wisest in the interests not only 
of India as a whole but of the Hindus themselves. Opposi- 
tion, denunciation of the Decision, attacks on the Moslem 
and other beneficiaries merely make the latter more 
obstinate and suspicious, and the vicious circle coils more 
tightly than ever. It is here that a great leader is so much 
missed, Only such a one, with the faith of millions at his 
command, could take the big decisions necessary for an 
immediate solution. Failing his advent, we must look to 
the great solvent, time, and seek to let time work without 
the destructive interference of ignorance and prejudice. 

Nothing could be better for India, for the United Kingdom 
and for the Empire than the emergence of clear lines of 
party severance in India, based on a determination to take 
the new constitution as a starting point and work it for 
whatever could be got out of it. It is, perhaps, the most 
valid criticism of the report that the safeguards are so 
prominent as to make difficult, if not impossible, precisely 
this consummation. Economic issues cannot arise to 
govern party development until they are exposed to the full 
currents of political controversy. So long, however, as 
safeguards reserve part or all of a subject, the political 
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currents cannot have full play. The elaborate protection 
afforded to United Kingdom commercial and trading 
interests may have as its primary effect, not the develop- 
ment of parties favouring different policies in regard to 
tariffs or trade generally, but the consolidation of all 
political feeling in one party, viz., a party condemning and 
opposing the safeguards. 

A certain depression is aroused by the too common 
failure to recognise that the future of India is not only an 
Indian or a United Kingdom or even an Empire problem, 
but one affecting the well-being and amity of the whole 
world, and certainly the relations between the white and 
coloured races. On its happy solution depends, not only 
the welfare of the fifth of the human race who find them- 
selves in India, but an infinity of political relations repre- 
sented on almost every meridian. It is not least among the 
causes of Indian resentment that in the United Kingdom 
the problem is too much regarded as purely or primarily 
British, and the fact that it concerns India is rather naively 
viewed as secondary. Such matters of amour-propre have an 
importance of their own and should not be dismissed as the 
product of hypersensitiveness. A man who is insensitive 
to method may be equally insensitive to substance; if, 
in the one, he does not trouble to study the preferences of 
those with whom he is dealing, he is even less likely to study 
them in the other; and the political distrust commonly 
entertained towards the British (and not only by Indians) 
may have its origin in resentment and dislike of the cavalier 
attitude too often adopted. 

Whatever the form of the Indian constitution, however 
great the care taken in drafting, it will in working take 
an Indian turn, and such a development should not be 
resented in the United Kingdom. On the contrary, if 
the constitution is to be viable at all it must assume an 
Indian cast. Too much stress is laid on British idio- 
syncrasy in constitution-making, and Indian opinion with 
some reason would prefer less harping on this and a freer 
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recognition of the fact that, however great the bonds be- 
tween Great Britain and India, the two are not the same, 
and Indians will never be Britons. 

Indeed, one criticism from this end might be expressed 
as resentment at the apparent tendency in the United 
Kingdom to expect Indians to be Britons and to censure 
them for not being so. Here again the amour-propre 
complex enters. But there is a hard core of common 
sense as well. The Indian may be more emotional than 
the Englishman, but he is certainly much less sentimental, 
and there are few things more irritating than for the 
unsentimental man to feel that his desires and destinies 
are being clouded by the pale cast of a sentimentality he 
cannot share. It is here that one is inclined to find the 
real parallel with Ireland. 

An illustration of the above argument that democratic 
institutions in India must be expected to reflect Indian 
idiosyncrasy could perhaps be found in a recent remark by 
Mr. Gandhi: “ It is slavery to be amenable to the majority, 
no matter what its decisions are.” To British ideas this 
comes very near to anarchy, or at least to the negation of 
representative government as we understand it. On the 
other hand, it is in tune with those systems in which state 
authority, or indeed authority in itself, is magnified as the 
one essential, and it may be that India feels, like Germany, 
an unconscious need for a stronger and more visible 
authority than that of warring parties in debate. The 
device of accepting majority decisions as binding on 
minorities has been held one of the greatest of political 
discoveries; on it all systems of representative govern- 
ment are based. If it is absent or functions inadequately, 
authority as such becomes inevitably more prominent. 
Majority rule implies, moreover, a diminution in the per- 
sonification of government, which may not readily commend 
itself to a country accustomed to or preferring a 
more individual embodiment of representation and 
responsibility. 
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Mr. Baldwin dismissed any resemblance between the 
Indian and the Irish positions. In some ways he was 
right, and Indians even of the extremer side will admit an 
allegiance and almost an affection towards His Majesty and 
the British association that Sinn Feiners would never have 
confessed. On the other hand, there is a closer resem- 
blance than Mr. Baldwin or indeed most politicians in the 
United Kingdom seem to suspect. The resemblance is in 
the texture rather than the detail. In both countries the 
problem is one of status and of psychological complex. It is 
because these govern the Indian outlook to-day that so 
much attention has been paid in India to the Joint Com- 
mittee’s careful abstention from use of the phrase “ dominion 
status,” and the similar avoidance on the part of His 
Majesty’s Government.* This may seem to critics in 
Europe to indicate a deplorable concentration on mere 
words, but the Indian situation will never be understood 
unless it is realised that to persons suffering from a com- 
plex words may be charged with meanings, implications 
and intentions that their utterers never suspect. The 
Indian argument runs thus: “ Dominion status” was 
formerly used in circumstances of the utmost solemnity 
by the Viceroy himself. The promise given in 1929 was 
reaffirmed by spokesmen of the Labour and National 
Governments at the Round Table Conferences. If ever 
a phrase was sanctified by responsible repetition it was 
this, and the obvious avoidance of it now can mean only 
an intention to resile from the promise. And it is the 
deduction that a promise is thus being whittled away, 
rather than any broad connotations of dominion status as 
a phrase, that arouses suspicion, distrust and in some 
quarters almost despair. 

This argument is not in any way affected by the fact 
that even in India doubts have been expressed whether the 
preamble of 1919 is any longer suitable to Indian con- 
ditions, or whether indeed the term “ dominion status ” 

* See postscript on page 317. 
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can in its general connotation ever apply to an Indian 
federation at all. A part of that federation will be Indian 
States under sovereign rulers with His Majesty as suzerain. 
Since nothing comparable to this exists in any other 
Dominion, any so-called dominion status in India must at 
least be markedly sui generis. Whether this individuality 
would or need necessarily imply inferiority is another 
matter. For the present, all that need be said is that 
wisdom lay with His Excellency when in a recent speech 
he declared himself “ not afraid ” of the words ‘* dominion 
status.” Indian sentiment does not ask for definition of 
the phrase, but merely for its use. Psychological disturb- 
ances require psychological treatment. 

Our leading European-owned paper, the Statesman, in 
associating itself warmly with the Indian attitude on this 
vexed issue, declared that if dominion status as the goal 
is taken away, “life is not worth living in India in any 
high sense.” ‘This support received general appreciation 
in the Indian press, but the Tribune went on to declare 
that a mere pronouncement of dominion status as the goal 
was not enough : 


What is necessary . . . is that the preamble should clearly and 
unequivocally define India’s actual status as being identical with 
that of the self-governing dominions. 


The paper declares this is not incompatible with safe- 
guards provided the removal of these is in India’s discre- 
tion ! 


III. Tue Evecrions AND THE CONGRESS 


HE elections are over and Congress has come out 
well with two-fifths of the elected seats. This 
success of Congress candidates at the polls was anticipated 
by all those who had followed the recent trend of political 
thought. In any country a. legislature whose term has 
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gone beyond the normal is resented and its members are 
likely to suffer from that fact. The most interesting 
results were those where Congress failure was most marked 
or its success most spectacular. The first kind occurred 
in Bengal and to a less extent the Punjab, where the 
Nationalist drive was strong. The second kind occurred 
in Madras, where the Justice party was routed and stag- 
gering Congress majorities were returned. 

The Nationalist party is the opposition under Pandit 
Malaviya to Congress equivocation on the Communal 
Decision, and it is precisely in areas where the Decision 
presses most hardly on Hindus that Congress candidates 
with everything else in their favour failed. There is a 
good deal to be learned from this. When a major issue 
arises, affecting the passions or interests of the voters, 
they will vote according to those passions or interests, not 
in response to a theoretical loyalty. This may be taken 
as an indication of the future; when real economic or 
other issues come before the electorate, no omnibus party 
can expect a right of way; the reserved chariots will take 
precedence. ‘Taking the broad view, the results in Bengal 
and the Punjab may be described as encouraging to the 
student of politics in India and to the speculator on her 
political future. 

The Madras surprises are of a different order. It was 
thought that the Justice party, strongly entrenched in the 
citadels of government since the first days of the Montagu- 
Chelmsford constitution, would offer the strongest re- 
sistance in India to Congress attack. Actually its defeat 
has been more of a rout than happened anywhere else. 
The excuse has been put forward that the Justice party 
has preferred local matters and has lacked interest in the 
central legislature. The Justice party has indeed always 
taken the Madras Council as its objective. This explana- 
tion, however, does not take us all the way or even most 
of it. If the Justice organisation had been as strong as 
was imagined, it would not have thus gone down in dis- 
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creditable disaster. One explanation lies in the difference 
in attitude. The Congress were on the attack, always a 
good card in India. ‘They had enthusiasm and no incon- 
venient past association with necessary but unpleasant 
duties of government. They could wear the halo of self- 
styled martyrdom, again always a good card with the 
emotional Indian elector. 

Finally, there enters into this defeat something, possibly, 
of the half boredom, half disgust that seizes an electorate 
against a party which has been too long in power. Moth 
and rust, we are told, corrupt our physical possessions, 
and power, one might add, corrupts every human indi- 
vidual, It is perhaps in this that the true merit of repre- 
sentative systems of government lies. The swing of the 
pendulum prevents the too long location of power in one 
set of hands, and thus there happens periodically the purge 
of defeat and opposition. Here, again, one inclines to see 
in these Madras results a gleam of hope for the future. If 
this cause counted strongly, as there is reason to believe 
it did, in the Justice débacle, it is perhaps an indication 
that in the Indian political future, when genuine parties are 
contending for genuine power, there will be no likelihood 
of the permanent retention of power by the Congress or 
any other body, and of its being thereby corrupted. And 
if this is so, one may well conclude that the sooner genuine 
power arrives the better for India and the better for 
Great Britain. 

Another lesson from the recent elections has been the 
power of organisation in India. This was suggested in 
the last Rounp Taste article, and has had a striking 
confirmation. It is interesting to reflect on the modern 
tendency even in Great Britain towards the landslide type 
of election. 1906 began it, 1918 saw another and 1931 
a third. ‘The larger the proportion of the electorate 
which, if not absolutely illiterate, is at least ill-educated 
or unreflective, the greater the likelihood of mass move- 
ments of this kind, and since the recent elections not a few 
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voices here have questioned the wisdom of any direct 
electoral system for the Indian centre. The evils and 
difficulties of indirect election are admitted by these 
critics, who nevertheless cannot look forward with 
equanimity to the prospect, a decade or two hence, of 
a colossal all-India electorate moving in tempestuous 
passion from pole to pole of politics. 

There has so far been no pronouncement by Congress 
authorities on how their Assembly representatives will 
act, but an interesting forecast by one of them indicated 
that the party will be in the Assembly primarily to work 
rather than to obstruct. There will be no walks-out, he 
says. 


We will stay in the Assembly and make the voice of the people 
heard and have its full weight in all matters affecting the welfare 
of the nation. . . . The party will be prepared to initiate proposals, 
to bring forward resolutions, to do everything in its power to help 
Mr. Gandhi’s constructive programmes. 


Tariff policy, exchange, currency and so on are all 
directly implicated in these activities. ‘The party will 
act as a single unit under the strictest discipline. According 
to this correspondent, there should be no individual 
liberty of action whatever; the party must act “as one 
body.” Where the interest of a particular constituency 
is against the view favoured by the party as a whole, the 
member for that constituency must follow the party 
view, not the localinterest. Proposals of non-Congressmen 
for the benefit of the country will have the party’s support. 
The party will take its full share in the work of select 
committees, in the discussion of bills and other such 
activities. 

Although the Assembly Congressmen do not contem- 
plate non-co-operation, the attitude they propose to adopt 
could not be described as co-operation but rather as 
Opposition with a capital O. They have chosen a strong 
front bench team, of whom Messrs. Bulabhai Desai and 
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Satyamurti, respectively leader and secretary, are likely 
to be most prominent in debate. Adjournment motions 
were put in before the Assembly opened. A tendency to 
avoid general social functions has shown itself, and the 
session is likely to be full of incident and interest, not to 
say excitement. 

The Congress session, which had opened just before 
the last article left India, threw up scarcely any new per- 
sonalities, but Rajendra Prasad’s stock has probably gone 
up, as a man of honesty, courage and conviction, though 
not an orator or a player upon the hearts of men. ‘To the 
attractive figure of Pandit Malaviya may be applied 
with some truth a term that would indeed surprise him— 
die-hard ; he and his comrades are fighting the die-hard 
battle of the orthodox Hindus against the increasingly 
purely political outlook of the Congress. Mr. Nariman 
has emerged as a man of much organising capacity and 
enthusiasm but unnecessarily combative. A certain 
intolerance towards any who venture to differ has always 
been a notable feature of Congress polemics. 

In review, the most important results of that session 
seem to have been: first, the alteration of the Congress 
organisation ; second, the adherence to the non-committal 
attitude on the Communal Decision; and, third, the 
withdrawal of Mr. Gandhi. Although the human interest, 
so to speak, of the last is greatest, the above is the real 
order of importance. 

The amendments to the Congress constitution actually 
passed differed fairly substantially from Mr. Gandhi’s 
original and more drastic proposals. ‘The chief changes 
made were that the number of delegates should be reduced 
from 6,000 to 2,000, that the delegates themselves should 
elect the president and the members of the All-India 
Congress Committee, and that various qualifications, 
including regular spinning and habitual wearing of hand- 
woven cloth, should be required of the latter. The All- 
India Congress Committee will in future consist of 166 
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members. The effect of these changes, if they are applied, 
will be to inform the Congress with a degree of true 
regional representation that in latter years it had almost 
completely lost. As Mr. Gandhi himself pointed out 
with some pungency, anyone could become a delegate for 
anywhere at the cost of four annas. In future this should 
be impossible, and the whole organisation will be tightened 
up and set in a frame of genuine local representation. 
There seems to be behind all this the intention to bring 
Congress more into the shape of a power definitely com- 
peting with the constitutional Government, and perhaps 
here we can see another and more sinister parallel with 
Ireland and Sinn Fein. If a fully functioning system of 
local election and representation, along with regular and 
regularly conducted meetings, can be brought about, it 
may be developed as an attempt to furnish the constituent 
assembly contemplated in Congress pronouncements, but 
hitherto no more than an aspiration. It was clear from 
speeches, interviews and other utterances that the more 
far-seeing Congress leaders realised that if the Congress 
system was to offer any effective challenge to the legis- 
latures of the new constitution, it must steal some of the 
latter’s thunder and begin from local election and repre- 
sentation. Hence these changes. The proposals came first 
from Mr. Gandhi, but one is inclined to detect another 
and different brain and purpose behind them. The cover 
of the Mahatma’s name and influence may have been 
secured, not for the first time, for policies conceived 
elsewhere. 


IV. FepERATION AND THE STATES 


HE federation of India will clearly be unique. It 
is not unknown or even unusual for federations to 
comprise elements differing widely in religion, ethnic 
origin or social customs. Nor is it unknown for the com- 
ponent units not to share a common mother tongue, though 
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the number and diversity of highly developed languages 
in the Indian federation is unapproached. But the presence 
of sovereign States along with non-sovereign units is a 
novelty as perplexing as it was inevitable. There has 
been some uneasy speculation on the precise part the 
States will play; this speculation is likely to increase 
and, at any rate from the States’ side, will take positive 
form with the appearance of the Bill. British Indian 
opinion on the whole dislikes the mode of State parti- 
cipation proposed and, not unnaturally, suspicions have 
been expressed that the States’ members of the legis- 
lature will replace in stronger form the present official 
bloc. Sir Tej Bahadur Sapru and some others, however, 
dismiss this last fear, pointing to the wide regional differ- 
ences as likely to cause an increasing alignment of States 
with the portions of British India they adjoin or resemble, 
or whose interests they share. 

A speech on the réle of the States by Sir Malcolm Hailey, 
the late Governor of the United Provinces, at Benares in 
November, 1934, aroused considerable comment. His 
theme was that autocracy might still have a place in the 
Indian political scheme of the future. “Informed by 
wisdom, exercised in moderation, vitalised by the spirit of 
service . . . it may well prove that it can make an appeal 
in India as strong as that of representative and responsible 
institutions.” The suggestion of autocracy as an alternative 
to the system in contemplation for British India did not 
pass without much comment, the chief line of attack 
being that Sir Malcolm’s view leaves out of consideration 
the position of the States’ peoples. The Tribune of Lahore 
was the chief voice of the protestors. 

The people of India will never give to the Princes or their 
nominees their “ due share in responsibility for the general manage- 


ment of India,” if the Princes on their side will not permit them 
to have a similar voice in the management of their own affairs. 


This virtual ultimatum is described as “the only self- 
respecting position for India.” “... There is nothing 
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sacred about autocracy.” Indeed, says the Tribune, but 
for the protection afforded by the suzerain power, many 
of the States would have had to alter their system of 
government long ago. The paper concludes by saying 
that “the advent of real popular government in India 
is bound to accelerate the process; federation or no 
federation, things in the Indian States can no longer 
remain what they are.” It was interesting to find in the 
mouth of the Tribune the words “real popular govern- 
ment” in apparent description of the White Paper scheme 
so violently attacked. There would be wide agreement 
with the journal’s general conclusion that the process at 
work in British India is “ silently at work in the States, 
and the establishment of popular institutions in British 
India is bound to expedite it.” 


India, 
January 21, 1935. 


POSTSCRIPT 
Moving the second reading of the Government of India 
Bill on February 6, Sir Samuel Hoare, the Secretary of 
State, made an important declaration on the subject of 
*‘ dominion status.” ‘The Government, he said, 


stand firmly by the pledge contained in the 1919 preamble 
(which it is not part of their plan to repeal) and by the inter- 
pretation put by the Viceroy in 1929, on the authority of the 
Government of that day, on that preamble, that “ the natural 
issue of India’s progress as there contemplated is the attain- 
ment of dominion status” . . . This Bill is a definite step— 
indeed, a great stride forward—towards the achievement of that 
purpose. 


The Government’s policy, he continued, was to do all 
they could by sympathetic help and co-operation to enable 
India to overcome the difficulties in the way of full self- 
government, and ultimately to take her place among the 
fully self-governing members of the British Commonwealth 
of Nations.—Editor. 
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HE belief that on his forthcoming visit to London 

General Hertzog will renew the request, already made 
informally, for the transfer to the Union of the administra- 
tion of the territories of Swaziland, the Bechuanaland Pro- 
tectorate and Basutoland has awakened interest not unmixed 
with misgiving in the milieus of Parliament and of White- 
hall, and in certain circles of public opinion in this country. 
Concern for the welfare of subject races is an honourable 
tradition of our public life, and it is a tradition which all 
parties in the State can claim to have inherited. No one, 
either in England or in South Africa, is likely to complain 
if Parliament and its constituents take their responsibilities 
in this matter of the protectorates seriously. A legitimate 
grievance could only arise if this decision of Parliament 
were taken on anything less than a full and impartial 
consideration of the questions at issue, or if it could be 
shown that undue weight had been given either to our 
obligations to the Union or to our obligations to the 
natives. ‘THE Rounp Taste holds the view that the time 
has come to negotiate the transfer of the administration of 
the protectorates by way of a binding agreement between the 
Governments and the Parliaments of Great Britain and of 
South Africa. In the hope that it may contribute to a 
clearer understanding of the issues, this article will set 
out, as briefly as may be, the reasons which have led THE 
Rounp Taste to that view. In a previous article* on the 


* See Tue Rounp Taste, No. 96, September 1934, pp. 785-802. 
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subject the history of the territories and their present 
condition were examined at some length, and no attempt 
will here be made to cover the same ground. 

The request for the transfer of the administration of the 
protectorates is in no sense a bolt out of the blue. The 
constitution of the Union—the South Africa Act of 1909, an 
Act of the British Parliament—contemplates the transfer, 
and through the Schedule to the Act prescribes the condi- 
tions on which the territories are thereafter to be governed. 
Section 151 reads as follows :— 


The King, with the advice of the Privy Council, may, on addresses 
from the Houses of Parliament of the Union, transfer to the Union 
the government of any territories, other than the territories adminis- 
tered by the British South Africa Company, belonging to or under 
the protection of His Majesty, and inhabited wholly or in part by 
natives, and upon such transfer the Governor-General in Council 
may undertake the government of such territory upon the terms and 
conditions embodied in the Schedule to this Act. 


The Schedule provides for the administration of the 


territories after transfer, not by the Union Parliament, but 
by the Governor-General in Council acting through a 
commission of three or more members. Certain guiding 
principles are established, such as free intercourse with the 
Union, no customs barrier, the prohibition of the sale of 
intoxicating liquor, and the maintenance of all native 
reserves. The King is empowered to disallow any pro- 
clamation of the Governor-General in Council relating to 
any of the territories, and any Bill to amend the provisions 
of the Schedule is to be in the technical sense “ reserved.” 

These provisions were inserted 25 years ago in the South 
Africa Act because both this country and the Union 
recognised that transfer was inevitable and wished to de- 
termine in advance the conditions on which it should 
take place. The Union was too much preoccupied with 
its own urgent problems of consolidation to be willing to 
assume immediate responsibility for the protectorates. 
But from very early days the transfer of the administration 
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of the protectorates was a subject of frequent informal 
discussion through the Governor-General, and negotiations 
for the transfer of Swaziland to the Union, as a first step, 
reached an advanced stage in the lifetime of General Botha, 
who died almost 16 years ago. 

Since then the Statute of Westminster and its corollary 
in the Status Act of the Union have made nonsense of the 
Schedule and of section 151. The disallowance and the 
reservation of Union legislation are now meaningless 
terms, and it is technically within the power of the Union 
Parliament to amend or to repeal the Schedule. It is 
understood—and the view expressed in this article rests 
entirely on that understanding—that they make no claim 
to do anything of the kind, and that they are prepared to 
look behind the letter of all these enactments to their 
intention, recognising frankly that section 151 and the 
Schedule of the South Africa Act constitute an agreement 
between Great Britain and the Union and are therefore an 
instrument which can be modified by mutual consent and 
not otherwise. If this is so, and the Union is willing to 
implement the contract of 1909, nothing but a radical change 
since that date in the relative situations of the natives in 
the Union and in the protectorates would justify the other 
party to the contract in refusing to carry it out. 

No such radical change can be discerned. Indeed the 
last twenty-five years have served only to underline the 
dependence of the protectorates on the Union. Consider, 
for example, these facts. In the first place, since the with- 
drawal of Imperial troops from South Africa in 1914 we have 
been in the position of having to rely on the South African 
Defence Force in the last resort for the maintenance of 
order in the protectorates. In the second place, the 
Union is the only market for the labour and for the pro- 
ducts of the protectorates ; if that market were withdrawn, 
nothing but the charity of Great Britain could save the 
protectorate natives from starvation or their governments 


from bankruptcy. And, finally, so long as the adult male 
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population of the protectorates spends a substantial part 
of its life in the Union—as it does to-day and has always 
done—it will be exposed to the same influences, good or 
bad, from European civilisation as the natives of the 
Union, and the administrations of the protectorates will 
be as impotent as they have always been to apply a native 
policy of their own as distinct from a Union policy. 

This complete economic and cultural dependence of the 
protectorates on the Union vitiates any comparison between 
the protectorates and native territories such as Tanganyika 
or the Gold Coast or the southern districts of the Sudan, 
It is also the answer to the suggestion of the Selborne 
Committee* that before Great Britain implements the 
contract of 1909 we should encourage the natives of the 
protectorates to await a definition of “ the native policy of 
the Union.” For that suggestion surely invites the retort 
from the Union: “ What is your own native policy for the 
protectorates ? Can you have one, independently of ours, 
unless you are willing to prohibit the movement of your 


natives out of the protectorates and to devote your money 
and your energies to the creation of a Bantu Utopia in their 
reserves ? Is that an alternative such as the British Parlia- 
ment or even the protectorate natives themselves would 
welcome ? ” 

Is it not time to ask ourselves what we mean by “ native 


olicy ” and its definition, time, indeed, to recognise that 
policy , g 


neither we nor the Union can write a native policy or find 
a “ solution of the native problem ” by some formula like a 
medical prescription ? Can we look for anything but the 
day to day adjustment of certain principles to changing 
conditions ? In this sense there can be no real doubt what 
is the native policy of the Union. South Africans of what- 
ever race or creed would claim that their attitude to the 
natives is governed by two main considerations—to main- 
tain a paramount white race, as free from the mixture of 
blood as possible, and to afford the natives every oppor- 
* See Tue Rounp Taste, No. 96, September 1934, p. 802. 
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tunity, consistent with that aim, of working out their own 
future under European guidance. They have to meet 
great practical difficulties—such as the inadequacy of 
native reserves, the clash of white and native artisans, the 
devising of political institutions adapted to the native 
capacity—and it rests with European public opinion in 
South Africa whether those difficulties as they arise are 
met in a liberal or an illiberal spirit. ‘There is good reason 
to believe that public opinion in the Union is better in- 
formed on native affairs and more liberal to-day than in 
1909, and it is only necessary to compare, say, the working 
conditions in factories in England in 1913 and to-day to 
realise what an immense distance public opinion can 
travel, almost without knowing it, in twenty years. South 
Africa under the Union has not shown any lack of ability 
to find constructive solutions of great problems. Is it, 
then, either wise or generous for this country, by a refusal 
to transfer the protectorates or by a reluctant and grudging 
consent, to indicate its belief that we hold the secret of 
some superior wisdom in native administration, such as 
would enable us to provide a better government than the 
Union even in territories where we can never hope for any 
real freedom of action ? 

There remain the natives themselves. We are com- 
mitted to consult them but in no way committed to be 
guided solely by their wishes. It is fair to assume that 
those wishes will depend mainly on the manner of the con- 
sultation and on the safeguards for their future that we 
have been able to devise in agreement with the Union. 
If we adopt the only honest course of putting the real 
alternatives plainly before them, it is unlikely that they 
would refuse to throw in their lot with the natives of the 
Union. 

For these reasons, then, the Rounp Taste is of opinion 
that in the interests of the natives themselves the proper 
course for this country to take is to negotiate an agreement 
in the nature of a treaty between Great Britain and the 
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Union. The agreement would provide for the transfer of 
the administration of the protectorates on the terms of the 
Schedule to the Act of 1909(or such amended terms as might 
seem desirable to all parties) and the Union would bind 
itself to make no departure from those terms except with 
the concurrence of Great Britain as the other party to the 
treaty. For administrative reasons it would be wise to 
follow the procedure that has always been contemplated 
and to transfer the territories not simultaneously but at 
stated intervals, first Swaziland, then the Bechuanaland 
Protectorate and finally Basutoland. It would be well, too, 
should any local changes in administration be agreed to be 
necessary, if they were made before rather than after 
transfer. In this way the ordinary native inhabitant would 


be less likely to connect the changes with the change of 
government. 





NEW DEAL OR OLD MAHOGANY 


(By a Correspondent in the United States) 


T would certainly be premature to attempt now to 

compose an authoritative work on the decline and fall 
of the Great American Republic. Students of history 
have observed that no one ever woke up in the morning to 
say, “‘ Hullo, I see that Rome (Egypt, Babylon, Athens, 
etc.) has fallen.” The cinema of history doesn’t function 
in that clear-cut way. One can never be quite sure where 
one reel ends and another begins, and even when one can 
distinguish the end of a reel it is not always easy to tell 
whether the next reel is just another reel or another picture 
altogether. What we actually say on getting down to the 
morning paper is, ‘‘ What a mess this is!”” Then the work 
of appraisal and interpretation is passed on to posterity. 

To-day it is premature even to determine whether 
the New Deal is worth a chapter in the work of America’s 
future Gibbon. But certainly a complete account of that 
congeries of false hopes, false economics and false morals 
presented to our stricken people under the name and style 
of a New Deal should have a place in the library of every 
student of human affairs. In any compilation of cautionary 
tales for grown-ups it has an assured position. But to 
write about it now is not so easy. It will be simpler to 
start with the undoubted facts. 


I 


HEN these words are in print Mr. Franklin D. 

Roosevelt will have passed the halfway mark of his 

first term. For more than two years he will have been, not 

merely the President of the United States, but the principal 
324 





New Deal or Old Mahogany 


popular figure in the country, the most important of its 
political leaders and the Defender of its Faith in the New 
Deal. He has under the statutes more actual power than 
had any predecessor; and no President ever had a more 
eager following. The elections of November 1934 gave 
him a magnificent political and popular vindication. 
The Democrats received a popular vote of about 16} million 
to about 13} million for the Republicans. Indeed, one 
has heard widespread rumors to the effect that the Republi- 
can party is moribund, that it will never again play any 
serious part in national affairs. This rumor can certainly 
be overdone. The Republicans got something like 45 per 
cent. of all the votes cast at the last election. ‘They retain 
their organization all over the country. Although their 
defeat was of historic proportions, it is no time for epitaphs. 
In the first place, the total vote of 29% millions for both 
parties compares with a voteof 38} millions in the presiden- 
tial year 1932. In the second place, the Republican per- 
centage of the total rose from 39} in 1932 to 454 in 1934. 
There is bound to be organized political opposition to 
the New Deal, and the most natural supposition is that 
the Republican party will continue to conduct it.. No 
one doubts that there will be new party alignments. With 
men like John W. Davis, Democratic candidate for President 
in 1924, and Al Smith, Democratic candidate for President 
in 1928, outspoken in their aversion to the New Deal, it 
is obvious that the new opposition party, if it is to be 
effective, must win the support of the conservatives in 
both parties. Also, Republicans impressed with the new 
slogans, with federal aid, or with the brave ostentation of 
the New Deal will bolt their party. There is already an 
important movement in the Republican party which would 
have it more “liberal.” Senator Borah is for this, and 
Senator Nye and Senator Norris. ‘The La Follette Brothers 
of Wisconsin and Senator Cutting of New Mexico have 
for a long time been only ambiguously Republican, and 
Senator Vandenberg of Michigan, one of the few Republican 
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Senators to be returned to his seat in the Senate, con- 
demned only some features of the New Deal, declaring 
himself desirous of preserving its more beneficent aspects. 

A study of the election returns might suggest that the 
nation was now marching on to prosperity in a spirit of 
unanimity. This is certainly very far from the case. 
In fact the President himself is credibly reported as being 
somewhat disconcerted at the election returns. He is 
not the first political leader to be troubled by the number 
of his followers. Also, despite the popularity of his theories 
and abounding evidence of better business conditions, he 
is confronted by some ugly facts. For present purposes 
one can discard all the figures—some of them quite cheering 
—that the statisticians can bring in, and look at only two, 
the figure of unemployment and the figure of the national 
debt. ‘There is nothing very comforting about either. 

As to unemployment, the facts seem to be that, despite 
the National Recovery Act, or because of it, or for other 
reasons, employment in private industry has increased 
little if at all since March 4, 1933, the day of Mr. Roosevelt’s 
inauguration. Federal projects have from time to time 
absorbed two or three million, but there are certainly ten 
or twelve million idle at present who are in no immediate 
likelihood of getting jobs. Of course, the burden of their 
support through public and private agencies is a cruelly 
heavy burden on the rest of us. The abiding question is 
how long it can or will be supported. 

The size of the national debt bears a direct relation to 
the amount of national unemployment. Orthodox econo- 
mists say that the mounting debt keeps money idle and 
men idle through want of confidence. The President 
evidently disbelieves this. If he goes on spending, the 
end is all too apparent, but he evidently feels that before 
he gets to the end the pump may be primed or some other 
miracle may have happened that will let him and his party 
out. On the other hand, if he stops spending now he 
might be deemed to be confessing his previous policy 
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erroneous, and he then has to contemplate the awkward 
prospect of armies of men coming to Washington with 
banners inscribed “‘ Work, not Doles.” 

The situation is the same as for some time past. Retail 
business is good. Christmas business was excellent, 
but heavy industries are sluggish because they depend on 
confidence and the willingness to invest and assume forward 
commitments—conditions which do not exist. This is 
true notwithstanding the comparative stability of our 
monetary policy. It is demonstrable that in the last six 
months the American dollar has been as stable as any 
currency in the world. But thoughtful people, knowing 
the consequences of permanently unbalanced budgets, 
doubt the indefinite continuance of this situation. It is 
credibly reported that the Administration is more concerned 
than heretofore at the international aspects of the monetary 
situation. The difficult position of the gold bloc is said 
to be causing some anxiety. ‘The collapse of the franc is 
now admitted to be a development distasteful to us. Mr. 
Lewis Douglas, the able young man who has resigned as 
Director of the Budget, has not minced words in describing 
the dangers arising from our budgetary situation. Keeping 
the budget unbalanced means, he says, competitive devalua- 
tion of currencies, struggles of economic nationalism 
and ultimately war. 


II 


HE Congress convened on Friday, January 4, and 

was addressed by the President. Despite the evident 
failure of many of those mechanisms and devices most 
hopefully looked upon in 1933, there is no note of apology 
in the President’s message. ‘“‘ We have undertaken a new 
order of things,” he says boldly at the beginning. ‘“ Yet 
we progress towards it under the framework and in the 
spirit and intent of the American Constitution.” This 
is a shot at his Republican and other adversaries who 
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have steadily asserted and still continue to assert the 
contrary. 

“We have proceeded throughout the nation,” he con- 
tinues, “a measurable distance on the road towards this 
new order. Of equal moment there is evident the restora- 
tion of that spirit of confidence and faith which marks the 
American character.” Even Mr. Roosevelt would probably 
admit privately that the restoration of confidence and faith 
had not progressed as far as he might wish. 


In most nations social justice, no longer a distant ideal, has become 
a definite goal and ancient Governments are beginning to heed the call. 
Thus the American people do not stand alone in their desire for 
change. We seek it through tested liberal traditions, through 
processes which retain all of the deep essentials of that republican 
form of representative government first given to a troubled world by 
the United States. 


Historians of “ social justice”? may note that the idea 
was not invented in 1933. But conceptions of what may 
or may not constitute social justice at any particular 
moment have fluctuated considerably in the world’s 
history and even now cannot be said to have become static. 
“The outlines of the new economic order, rising from the 
disintegration of the old, are apparent.” This statement 
presents an alluring picture, but will not command universal 
assent. There still remain some millions of Americans 
who believe that the old “economic order” did not 
disintegrate but that the price and credit system did. 
They profess to perceive a distinction between the two. 
To them the necessity of an entirely new economic 
order is not apparent and its outlines are conspicuously 
less so. 


The attempt (said the President) to make a distinction between 
recovery and reform is a narrowly conceived effort to substitute the 
appearance of reality for reality itself. When a man is convalescing 
from illness wisdom dictates not only cure of the symptoms but also 
removal of their cause. 


So much for the inconsistency which critics of the 
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President—even such friendly ones as Mr. Keynes—have 
professed to see between the endeavors to get out of this 
mess and the endeavors to prevent another. Some 
people are so harsh as to think we are doing neither. 

The President then proceeds to expound the evangel of 
social justice. “In spite of our efforts and in spite of our 
talk we have not weeded out the over-privileged, and we 
have not effectively lifted up the under-privileged.” Just 
who is over-privileged and who is under-privileged ? For 
example, are individuals like the present writer on the list 
of those destined for “‘ weeding out ” or for “ lifting up ” ? 
The President’s lists may be as complicated as those of 
that humane Mikado immortalised by W. S. Gilbert. 
Furthermore, how is the weeding out going to be done and 
how the lifting up? In accordance, no doubt, with 
“tested liberal traditions,” but specifically how? Pre- 
sumably those scheduled for lifting up won’t mind, but 
those on the weeding out list might. 

‘No wise man has any intention of destroying what is 
known as the profit motive, because by the profit motive 
we mean the right by work to earn a decent livelihood for 
ourselves and for our families.” ‘This is the clearest 
pronouncement yet made by the President for the capitalis- 
tic conception of profit. ‘This is hailed as a “ swing to the 
Right.” It will doubtless disappoint thousands of New 
Dealers who have inveighed against the profit motive as 
the cause of all our woes. 

‘We have, however, a clear mandate from the people 
that Americans must forswear that conception of the 
acquisition of wealth which, through excessive profits, 
creates undue private power over private affairs and, to our 
misfortune, over public affairs as well.’ This is all very 
well, and the claim to a mandate is well founded, but when 
are profits “excessive” and when is “ private power” 
undue? For example, was the Government’s 40 per cent. 
profit on devalued gold excessive or undue? An in- 
flationary policy invites speculation of all sorts. May we 
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assume that America is now educated against all abuses of 
the profit motive ? 

“We do not destroy ambition nor do we seek to divide 
our wealth into equal shares on stated occasions. We 
continue to recognize the greater ability of some to earn 
more than others.” ‘This is more to the Right. “But 
we do assert that the ambition of the individual to obtain 
for him and his a proper security, a reasonable leisure, and 
a decent living throughout life is an ambition to be pre- 
ferred to the appetite for great wealth and great power.” 
There will not be much dissent from this general principle. 
But what are “proper” security and “reasonable” 
leisure and a “ decent ” living ? 

In discussing social security the President adverted to 
three types :— 


(1) Security of livelihood through the better use of natural 
resources ; 


(2) Security against the major hazards and vicissitudes of life, and 


(3) Security afforded by decent homes, 


Since the opening of Congress the President has recom- 
mended more particularly measures of unemployment 
insurance and old age pensions, into the details of which 
space forbids a close examination. 

Referring to the vast and unprecedented scale of ex- 
penditures on relief and public works, the President found 
himself compelled to recognize “ the stark fact . . . that 
great numbers still remain unemployed.” As a matter of 
fact, there has been no gain whatever in the battle against 
unemployment in the past year. The President admits 
that the burden “ has grown with great rapidity.” ‘“ The 
Federal Government must and shall quit this business of 
relief.” ‘The dole, he says, is a narcotic and he considers 
cutting grass and raking leaves is no solution. A million 
and a half unemployed now on relief rolls and formerly 
dependent upon states, cities, towns, churches and private 


330 





New Deal or Old Mahogany 


welfare agencies he proposes to return to those who cared 
for them before. 

For the other three and a half million the President 
proposes that all emergency public works shall be united 
in “a single new and greatly enlarged plan.” In the 
characteristic lingo of national planning, he says: “ With 
the establishment of this new system we can supersede 
the federal emergency relief administration with a co- 
ordinated authority, which will be charged with the orderly 
liquidation of our present relief activities and the substitu- 
tion of a national chart for the giving of work.” Phrases 
like “‘ co-ordinated authority,” “ orderly liquidation ” and 
“national chart” send shivers of delight up the spine 
of any New Dealer. 

This program for public works should be governed by 
seven practical considerations :— 


1. The work should be permanently useful. 

2. The pay should be better than the relief dole, but not high 
enough, as in the past, to encourage the rejection of opportunities 
for private employment. 

3. The projects should permit the use of a large percentage of 
direct labor. 

4. Preference should be given to self-liquidating projects. This 
is against the advice of a voluble but somewhat obscure group of 
economic thinkers, 

5. “The projects undertaken should be selected and planned so 
as to compete as little as possible with private enterprises. This 
suggests that if it were not for the necessity of giving useful work to 
the unemployed now on relief these projects in most instances would 
not now be undertaken.” ‘This statement naturally helps to clarify 
the relation between public and private endeavor. The danger is 
that, like many political decisions, it may be modified overnight. 

6. Public works should be planned to “ taper off ” in proportion 
with the speed with which workers are offered positions with private 
employers. If the past is any criterion, private employers will 
remain out of sight, scared half to death by wild talk. 

7. Public works should be located where they will do the most good. 
But, generally speaking, the place where the finished work is likely 
to be of most value is not the place where the most people need jobs. 


The President closed his message with a reference to 
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international affairs, which he recognised to be unsatis- 
factory. He expressed the hope that “ calm counsel and 
constructive leadership will provide the steadying influence 
and the time necessary for the coming of new and more 
practical forms of representative government throughout 
the world, wherein privilege will occupy a lesser place and 
welfare a greater.” 

Under normal conditions the message of a President to 
the convening Congress is little noticed and soon forgotten, 
but it is here quoted at length because in the present period 
of utter confusion and doubt it is turned to eagerly and 
closely scrutinized for intimations of the future—the only 
authoritative intimations of the future projected, if not of 
that to be attained. 


Il 


'(OTAL expenditure requirements for the fiscal year 

ending June 30, 1935, were estimated by the President 
in his special budget message of January 7 at $8,581,000,000. 
Of this amount $3,321,000,000 is for regular expenses and 
$5,260,000,000 for recovery and relief. Of the latter 
figure $788,000,000 is for the Agricultural Adjustment 
Administration and refunding of processing taxes. ‘Thus 
far the Government has been spending about $350,000,000 
a month for recovery and relief, about $50,000,000 less 
than Mr. Keynes has mentioned as indispensable. 

The amounts expended for recovery from February 1, 
1932, to November 30, 1934, exceeded eight billion dollars. 
Provisions for recovery and relief for this period came to 
just under 14} billions, of which amount approximately 
6} billions remain to be spent. Income is estimated at 
$3,122,000,000 for the fiscal year ending June 30, 1935. 
This will not meet the ordinary running expenditure of 
the Government, to say nothing of expenditures designated 
“extraordinary” but unfortunately no longer uncommon. 
The yield from income taxes will be up nearly a quarter of 
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a billion over the previous fiscal period. Other miscel- 
laneous revenues will surpass 1934, but customs will be 
down, thanks to the Cuban sugar agreement and the foreign 
trade situation in general. The deficit for 1935 is esti- 
mated at $4,869,000,000. Gross debt at the end of the 
period will be about 31 billion dollars. ‘This is $800,000,000 
below previous estimates, but is still an all time high. 

The President confesses that his hope of a balanced 
budget for 1936 is now gone. Expenses for that year 
will go higher. The last 5 per cent. of the 15 per cent. 
pay cut of federal employees is to be restored. There 
will be added charges for national defence, to make up 
for our delay in meeting the provisions of the naval treaties 
of 1922 and 1930. Interest charges on the national debt 
are mounting with the debt, though there is a saving here 
due to the reduction of the average rate of interest on 
the public debt from 3°43 per cent. to 3°22. It will 
probably go lower still. 

The President recommends that four billion dollars “‘ be 
appropriated by the Congress in one sum subject to 
allocation by the Executive, principally for giving work 
to those unemployed on the relief rolls.”” This would be 
a fairly handsome delegation of legislative power to the 
Executive, for which it would be difficult to encounter any 
precedent. The deficit for the year 1936 is 4} billion 
dollars and the national debt on June 30, 1936, four months 
before the Presidential election, is expected to reach 34} 
billions. ‘This increase, the President says, “ will be solely 
due to continued relief for unemployment.” 

For a short period following the reading of the budget 
message there was no bid for several issues of United 
States government bonds. 

Hunting inconsistencies in the language of a political 
leader is an old and easy game, but to students of the 
primrose path of budgetary inflation it is not uninstructive 
to look back over the near past. For example, there was 
Franklin D. Roosevelt, the Democratic candidate for 
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President in October, 1932, crying out “ The people of 
America demand a reduction of federal expenditure.” 
“Let us have the courage to stop borrowing to meet 
continued deficits.” ‘“‘ Muddled government finance creates 
a general uncertainty concerning the value of national 
currencies. This uncertainty has a way of spreading from 
country to country. The world is tormented with it 
now.” 

Before a week of his incumbency as President had passed 
he was saying: “ For three long years the federal govern- 
ment has been on the road to bankruptcy. With the 
utmost seriousness I point out to Congress the profound 
effect of a five billion deficit upon our national economy. 
The very stability of our government itself is concerned.” 
On October 2, 1933, after seven months of office, he was 
of the same mind: ‘“ Industry cannot be restored, people 
put back to work, banks kept open and human suffering 
cared for if the government itself is bankrupt.” And a 
year ago: “ We should plan to have a definitely balanced 
budget for the third year of recovery and from that time 
on seek a continuing reduction of the national debt.” 

Thus is hope deferred in the face of the obvious fact 
that we are not really recovering in any orthodox or tra- 
ditional sense. It may be that we are approaching an 
inflationary boom. But that is cold comfort. 

Two acute critics of the New Deal have recently pointed 
out that it has accomplished nothing that couldn’t have 
been accomplished by an earthquake of sufficient magni- 
tude. Like the New Deal, a ruinously destructive earth- 
quake would have curtailed crops, promoted higher prices, 
a demand for new construction and an inflation of credit. 
An earthquake would not necessarily have initiated policies 
as questionable as dollar devaluation and the codification 
of industry. 

The most important question is, what is the sequel to 
the New Deal after even the New Dealers confess its 
failure? Not immediately a change of party, it would 
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seem. With four billion dollars allocated to the Executive 
“ principally ” for giving work to the unemployed, Demo- 
cratic success at the polls in 1936 ought to be assured. 


IV 


IGHTEEN months ago we were parading for the 

National Recovery Act. Now the National Recovery 
Administration is quietly being reorganized. This is 
another case of “ orderly liquidation.” ‘The audacious and 
intrepid leader of the Recovery Administration in its heyday, 
General Hugh S. Johnson, is now writing a series of articles 
in a popular magazine on the Blue Eagle (symbol of the 
Recovery Administration) “from egg to ground.” Mr. 
Donald Richberg has now become vested with the title 
of Co-ordinator and has threatened the General with a 
libel suit should the General become unkind. But the 
General is too wise to become the defendant in any libel 
suit, and is saying some very sensible things. It is sur- 
prising how much more sensible some men can be without 
the constriction of a public office or of any candidacy for 
the same. Meantime ordinary people, especially the little 
fellows, are forgetting about the N.R.A. and doing so with 
perfect impunity. 

The P.W.A. (Public Works Administration) is now 
admitted by erstwhile friendly commentators like Mr. 
Lippmann to be “ worse than a failure,” and philosophers 
of the spending school like Mr. David Cushman Coyle are 
explaining the somewhat mystical reasons why the billions 
heretofore spent cannot be said to have been wasted. 
The President’s own indictment of previous relief admini- 
stration has been referred to. The A.A.A. (Agricultural 
Adjustment Administration) has changed its basic policy. 

Meantime the Courts have not been inactive on New Deal 
legislation. A Federal District Court in Alabama has 
held that the Recovery Act is unconstitutional in delegating 
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legislative powers to the President, and that the lumber code 
unlawfully encroaches on states rights and takes property 
without due process of law. In a New Jersey Court, the 
Attorney-General was denied an injunction against a price- 
cutting laundry. A Federal District Court in Indiana 
has denied an injunction to the Secretary of Agriculture 
against a corporation distributing milk in Indiana without 
a state license, saying that the defendants were entitled to 
the protection of the federal constitution “even though 
the granting of such protection might affect a planned 
program of an administrative body of the Government.” 
A Federal District Court in Missouri has held uncon- 
stitutional price-fixing provisions in the retail lumber trade 
code. ‘These decisions of inferior Courts have yet to 
stand the test of appeal. But in the so-called “ hot oil” 
case* the United States Supreme Court has held, not five 
to four, but eight to one, that a complete delegation of 
legislative power from Congress to the President involves 
an infraction of the constitutional mandate of segregation 
of legislative and executive functions. 

In mid-January the United States Supreme Court also 
heard arguments in what is likely to become the most 
celebrated litigation ever to come into its august hands. 
These are the so-called gold clause cases, involving the 
constitutional validity of devaluation and the real signi- 
ficance of a contractual obligation to pay “in gold of the 
present standard of weight and fineness.” ‘Two cases 
before the Court involve the duty of private corporate 
obligors—railways as it happens. One case involves rights 
under a United States gold certificate and a fourth involves 
the Government’s right to repudiate its own obligation to 
pay in gold on a Liberty bond issued in 1918. It is obvious 
that the Court may find some distinction in law between a 
nation’s right to modify the obligations of its nationals 
and its right to modify its own. Decisions are expected in 
another fortnight and will almost certainly have been 

* Amazon Petroleum Corporation v Ryan e¢ al., decided January 7, 1935. 
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rendered before this article is in print. Whatever they 
are they will be of the most far-reaching importance. The 
practical difficulties of a decision adverse to the Govern- 
ment are fully envisaged. Indeed, the argument of the 
Attorney-General was less an argument than a cry for 
judicial aid. On the other hand, the long-term con- 
sequences of telling a Government that its obligations may 
be repudiated at will might not be pleasant. There is 
such a thing as national credit, though the fact is now very 
generally ignored. Also there is a clause in the Fourteenth 
Amendment providing that “ the validity of the public 
debt of the United States, authorized by law, including 
debts incurred for payment of pensions and bounties for 
services in suppressing insurrection and rebellion, shall 
not be questioned.” 

How long can we go on like this? Undoubtedly no 
country was ever more favorably situated. With mag- 
nificent natural resources, unrivalled physical equipment 
in plants and factories, abundance of willing and competent 
labor, vast hordes of impatient money in the banks, and 
immunity from the ancestral suspicions and animosities 
which beset so many European nations, we are now kept out 
of prosperity perhaps indefinitely by a clamorous demagogy 
eager to exploit America’s misfortune for some private 
cause. Only fascism can save us. Only communism can 
save us. Only bimetallism can save us. Only devaluation 
can save us. Only more government spending can save 
us. Only more codes can save us. Only social security 
can save us. Only the Townsend plan for distributing 
50 per cent. of the national income in the form of pensions 
to those over sixty at the rate of $2,400 a year can save us. 
Only crucifying bankers can save us. Only “ soaking ” the 
rich can save us. Only—one can goon forever. ‘There is 
yawping and confusion everywhere. Those who have 
earned and saved a little money hesitate to invest it in a 
mad country with a mad fiscal system and madly divided 
counsels and no effective sane leadership. We have now 
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staked our all on the victory of government credit in a mad 
race between it and the return of prosperity, and it looks 
as if we might conceivably lose. 

More noise. Is it Father Coughlin excoriating the 
bankers? In the sub-basement of the Shrine of the Little 
Flower at Royal Oak, Michigan, more than fifty type- 
writers are rattling away for the National Union of Social 
Justice. ‘Twenty thousand letters come in daily. Car- 
penters are enlarging the rooms. Still more noise. _Is it 
Huey Long denouncing something—almost anything? 
Is it the Sound Money League denouncing sound money ? 
Is it the American Legion denouncing those who oppose 
the cash payment of the bonus? Is it Upton Sinclair 
denouncing those who voted down his project for Ending 
Poverty in California? Is it that very popular gentleman 
in the White House denouncing everything that happened 
before March 4, 1933? Is it the astute Postmaster- 
General denouncing those who denounce the New Deal ? 
One can’t tell. It is just noise, fury, turbulence, mob 
excitement, animated by suspicion, greed, the yearning for 
publicity and power. 

O dear, wouldn’t it be pleasant if only we could have 
quiet just for a little while? Then perhaps someone could 
think. Surely there are people left in this country who can 
think? Or aren’t there? 


United States-of America. 
January 29, 1935. 





THE WORKING OF FEDERALISM 
IN AUSTRALIA 


HE Constitution of the Commonwealth is enacted 

in an Act of the Imperial Parliament, which begins 
with a recital to the effect that the people of New South 
Wales, Victoria, South Australia, Queensland and Tasmania 
have agreed to unite in one indissoluble federal Common- 
wealth, under the British Crown and under the Constitution 
thereby established. Before the Commonwealth had been 
inaugurated, the people of a sixth State, Western Australia, 
had become parties to the Agreement, so that the whole of 
the mainland of Australia, together with the island of 
Tasmania, was thus united under a federal system. Before 
discussing the working of this system it is necessary to 
state summarily the provisions of the Constitution and the 
conditions under which it has operated during the past 
thirty-three years. When these two factors are considered 
together—the Constitution and its material, including the 
geographic and economic conditions of the several States 
and the political attitude of the people—it will be seen 
how self-contained are the problems of Australian federalism 
and how little analogy can be found in those of Canada or 
the United States. 

The six States were and are unequal in area and popula- 
tion. They differ widely in their resources, and these 
differences have become more marked during the past 
thirty-three years. ‘Tasmania is separated from the main- 
land by sea; Western Australia is separated from its 
neighbours by a desert and, though it is now connected 
with the eastern States by rail, it is and always has been 
largely dependent for its communications on shipping. 
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Queensland is characterised by special conditions of climate 
and production, and by an economic structure depending 
largely on Commonwealth policy. 


I. Cuances SINCE 1901 


N 1go1, of a total Australian population of 3,824,913, 

New South Wales had 1,375,455, Victoria 1,209,900, 
Queensland 506,721, South Australia 359,330, Western 
Australia 193,601 and Tasmania 175,233. At the date of 
the last census, in June, 1933, of an Australian population 
of 6,630,600 New South Wales had 2,601,104, Victoria 
1,820,360, Queensland 947,789, South Australia 580,987, 
Western Australia 438,948 and Tasmania 227,605. ‘These 
figures demonstrate the inequality of the States; but of 
even greater significance in the working of the federation 
has been the growth of the population of the two largest 
capital cities. The population of Sydney in 1901 was 
487,900, or 35 per cent. of the State; in 1911 it had grown to 
669,112, in 1921 to 986,783, and in 1933 to 1,235,367, 
or 47.5 per cent. of the whole population of New South 
Wales ; the population of Melbourne, which in 1901 was 
496,079, or 43 per cent. of the State, had grown in IgII to 
588,971, in 1921 to 766,465, in 1933 to 992,048, or 54.5 per 
cent. of the whole State of Victoria. 

Since the House of Representatives is elected on a 
population basis, the number of representatives of industrial 
and manufacturing centres has increased at the expense 
of the rural areas, so that at present Sydney and Melbourne 
have 24 representatives in a House of 75. Rural con- 
stituencies have been expanded toasize embarrassing to their 
representatives, and there has grown up in certain of the 
States a tendency to regard an increase in the power of the 
Commonwealth as identical with an increase in the in- 
fluence of the large cities. 

Throughout the same period there has been a continuous 
increase in the total value of the production of the different 
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States. In this respect also there have been, and still are, 
great inequalities, the net value of production in either 
New South Wales or Victoria in 1933 being more than 
twice that of three States—South Australia, Western 
Australia and Tasmania—combined. Likewise, there have 
been great changes in the sources of wealth. In 1900, 
Western Australia produced not more than enough wheat 
for its own requirements. In recent years its total pro- 
duction has been in the region of 40,000,000 bushels, 
or little less than that of any one of the three eastern 
wheat-growing States—South Australia, Victoria and New 
South Wales. In each of these four States the wheat belt 
has been extended, partly by improvements in types 
of wheat, partly by extensions of the railway system, 
and partly by the use of marginal land. In Queensland 
the sugar industry, cultivated by black labour before 
1901, has been fostered under a high tariff and under 
an embargo on imported raw sugar, with the object of 
maintaining white settlement on a tropical coastline, at a 
considerable cost to the consumer. In the three eastern 
States the dairy industry has developed to such an extent 
that less than one-half of its output can be absorbed by the 
local market and sold at a price above the cost of production. 
Hence there has been an increase in the number of people 
dependent on overseas markets and interested in keeping 
down the price of manufactured goods, and the States have 
become divided into those which depend on primary 
production and those which combine manufactures with 
grazing and agriculture. 

One further geographical feature should be noted, since 
it differentiates the Australian federation from those of 
the United States and of Canada. There was no portion 
of Australia not already included in a self-governing com- 
munity when the Commonwealth was inaugurated. Each 
State had its own history and traditions, and its own 
emblems of parliamentary sovereignty. There was no 
territory from which new States might be formed, owing 
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their existence to the Constitution and subject to such 
conditions as the Commonwealth might impose. 

New States may be formed out of existing States with 
the consent of the Commonwealth Parliament and of the 
States themselves, but this power has hitherto not been 
used and the concentration of people in the capital cities 
has made a satisfactory sub-division increasingly difficult. 


Il. Tue ConstiruTion 


ACH of the six colonies exercised full powers of self- 

government over its own territory. Each was governed 
by a legislature which included two Houses of Parliament, 
the members of one of them being elected on a property 
qualification, or nominated for life, and being, therefore, 
credited with a conservative outlook. In each State the 
system of government was that of a Ministry responsible 
to Parliament. The Parliament of the Commonwealth 
also consisted of two Houses, but both were elected on an 
adult franchise. For the House of Representatives the 
basis was that of population, subject to the proviso that 
each original State should have a minimum representation 
of fivemembers. The number of members in this popularly 
elected House was 74 in 1901, and is now 75 with the 
addition of one representative of a territory, who has no 
vote, while the number of members of the elected Houses 
of the States is 343. 

In the Senate each original State has six members and 
no more. Each State votes as one constituency and elects 
its senators for a six-year term, whereas the term of the 
House of Representatives is three years. 

A question discussed by the framers of the Constitution 
was whether a federal system with two Houses of approxi- 
mately equal authority is compatible with the form of 
responsible government that is in operation in the Common- 
wealth as in the States of Australia. The event has proved 
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that by far the more powerful of the two Houses is the 
House of Representatives, which alone can unmake Minis- 
tries and can originate financial measures, and that the 
Senate, never having acted as a purely States’ House, has 
seldom retained the importance originally assigned to it. 
The Senate, however, because its members are elected for 
six years, may have a majority representing a current 
of opinion different from that of the House of 
Representatives. When that happens, it may play an 
active part in the political life of the Commonwealth. 
It is entitled to reject or delay a Bill imposing taxation, 
and to reject, amend, or delay any other Bill. Ina time of 
acute party feeling it may compel a Ministry to choose 
between abandoning part of its programme and asking for a 
simultaneous dissolution of both Houses, the method 
provided: by the Constitution for resolving a deadlock of 
this character. 

When the colonies became States they retained many 
of the most important powers of legislation—the power 
to legislate with respect to land settlement and develop- 
ment, transport, education, health, the administration of 
justice, the maintenance of order, charitable relief and the 
relief of unemployment, and a limited power of taxation. 
The Commonwealth assumed, among other powers, the 
exclusive right to impose duties of customs and excise, 
and to legislate with respect to trade and commerce with 
other countries and between the States, with respect to 
naval and military defence, posts and telegraphs, immigra- 
tion, banking and currency, industrial arbitration to a 
limited extent, and external affairs, together with a power 
of taxation concurrent with that of the States. The Con- 
stitution also provided in vague but emphatic terms that 
trade, commerce and intercourse among the States should 
be absolutely free. 

The Constitution gave to the Commonwealth no power 
of redressing inequalities among the States, except by 
making grants of money, but its powers were so restricted 
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that laws imposing taxation or relating to trade and com- 
merce must not differentiate between States or parts of 
States. 

One consequence of the division of powers was that the 
Commonwealth took over the richest sources of revenue, 
while the States retained those functions which involved 
the heaviest expenditure. Another was that while the 
Commonwealth assumed control of the most effective means 
of encouraging industry the States retained the respon- 
sibility for fixing wages (except in so far as they were fixed 
by the Federal Arbitration Court), for developing their 
territories and for relieving the unemployed. Finally, 
the States retained powers which touched the individual 
most closely—powers which are described in The 
Federalist as the most powerful, most universal, and most 
attractive source of popular obedience and attachment, 
and those which in Australia have aroused the keenest 
political interest. 

The method of dividing the revenue collected by the 
Commonwealth was at first provisional, and remained so 
until 1928, when the Financial Agreement received a place 
in the Constitution. From many points of view this was a 
sign of wisdom, but it had the inevitable result of uniting 
the States by a common interest in opposition to the 
Commonwealth, and of furnishing a practical basis for the 
extra-constitutional Conferences of State Premiers, which 
towards the end of each provisional period agitated on 
behalf of the States for a larger share of the national 
revenue. 


III. Tue Division or Powers 


OR a complete discussion of the division of powers 
in Australia it would be necessary to trace the poli- 
tical history of the States as well as that of the Common- 
wealth. Although the main object of the federation 
was to’give Australia unity in its relations with other 
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countries, and in the direction of its system of defence, 
every general election for the Commonwealth Parliament, 
with the exception of those held during and immediately 
after the war, has turned on industrial or financial issues, 
and in them the political problems of the Commonwealth 
and the States have overlapped. 

In the early years of the industrial period, Labour aimed 
at holding the balance of power. In 1904 it held office for 
the first time, but only for three months. In 1908-1909 
it held office for seven months, and from 1910-1913 it 
was in power for three years. In 1910 and again in I9gII 
and 1913 the Government of Mr. Fisher brought forward 
a series of proposals for the enlargement of the powers of 
the Commonwealth. At that time Labour aimed at giving 
the Commonwealth Parliament the control of trade and 
commerce generally, and of trusts and monopolies in par- 
ticular, and empowering either Parliament or the Federal 
Industrial Courts to fix wages and hours of labour. The 
attractions of the Commonwealth Parliament for such a 
programme were that both its Houses were elected on an 
adult franchise, and that laws passed by it would be uniform 
throughout the continent. But by the Constitution the 
powers of the Commonwealth Parliament were limited 
to inter-State trade and commerce, and in a federation 
of large States and widely separated manufacturing centres 
inter-State commerce is likely to form only a small pro- 
portion of the commerce of the nation. With respect to 
industrial conditions, the Commonwealth had no power 
to legislate, and an award of the Federal Court could 
deal only with disputes, and then only with disputes 
extending beyond one State. 

To alter the Constitution, however, it is necessary to 
obtain first an absolute majority in both Houses of the 
Commonwealth Parliament; and, secondly, majorities 
both of the electors and of the States voting on a referen- 
dum. This Mr. Fisher’s Government failed to do. In 
1911 the negative majority was large, and only one,State— 
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Western Australia—voted “ Yes.” In 1913 the negative 
majority was very small, and the States were evenly 
divided. In 1919, when proposals were made by Mr. 
Hughes for conferring power on the Commonwealth 
Parliament to legislate with respect to monopolies and 
industrial disputes, the negative majorities were again 
small and the States were again evenly divided. 

The results of the pre-war policy, however, were not 
wholly negative. The Labour Government in the Common- 
wealth carried amongst other measures a graduated land 
tax and a Navigation Act. Among the objects of the land 
tax was to break up large estates and to encourage closer 
settlement—two State functions in which the tax has had 
some success. The Navigation Act was passed in 1912, 
but its most controversial chapter was not proclaimed 
until 1920. It imposed on ships trading between Aus- 
tralian States the obligation of conforming to Australian 
conditions, and in this way restricted the available shipping 
and increased freights. The Act has operated to the detri- 
ment of two States—Tasmania, which depends wholly, 
and Western Australia, which depends to a large extent, 
on communication by sea. It may also have been detri- 
mental to South Australia. It is an outstanding example 
of the unequal operation of a Commonwealth law. During 
this same period the Commonwealth Arbitration Court, 
under Mr. Justice Higgins and with the aid of decisions 
of the High Court, amplified its jurisdiction, so that the 
fixation of wages and hours became to a much greater 
extent a Commonwealth function than had been anti- 
cipated when the Constitution was framed. 

Of the referendum proposals, the one which has retained 
its interest is the proposal to enlarge the powers of the 
Commonwealth in relation to industry. The opinion that 
some readjustment is necessary is practically universal, 
but the electors have expressed themselves against a reduc- 
tion in the powers of the Commonwealth as well as against 
an increase in those powers. ‘The principal arguments 
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against uniformity are that legislation of this type is still 
in an experimental stage, that competition between States 
is some check on radical policies, and that there is a danger 
in giving to a possible parliamentary dictator the oppor- 
tunity of remodelling the institutions of the whole con- 
tinent by one Act of Parliament. Another source of opposi- 
tion is to be found in the benefit which at present the manu- 
facturers of one State derive from the burdens placed on the 
industry of their neighbouring competitors, a burden which 
can no longer be reduced by inter-State tariffs. 

On the other side are two very powerful arguments which 
have gained in force during the depression. Without a 
power to legislate for industry generally, the Common- 
wealth, so it is said, cannot evolve any satisfactory scheme 
for the relief of unemployment, which is eminently a 
Commonwealth problem, and so long as the jurisdiction 
of the Courts is duplicated industry is subject to an 
unnecessary burden and industrial arbitration does not 
get a fair trial. This controversy, however, will not be 
finally settled by arguments relating solely to industrial 
matters, for a transfer of the full industrial powers to the 
Commonwealth would almost certainly bring about a 
change in the character of the federation. So much of the 
attention of the State Parliaments is devoted to industrial 
questions, and so much political controversy is aroused by 
them, that if they were to be brought under the exclusive 
jurisdiction of the Commonwealth, State politics would 


lose much of their importance and State political life half 
its bitterness. 


IV. UniricaTion or Co-oPERATION 


N the war period federalism, for all practical purposes, 
gave way to unification. A liberal interpretation of the 
defence power enabled the Commonwealth Government 
to provide for the fixing of prices, the maintenance of order 
and the expropriation of goods, as well as for the enlistment 
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and the despatch of troops. At the same time the 
Commonwealth became a borrower and a direct tax- 
gatherer on a large scale. The results of this development 
were hardly realised until the war was,over. The States 
then found that their sources of income were diminished, 
while their expenses were increased by what was known 
as a vigorous public works policy. ‘They did not consider 
what their position would have been if they themselves 
had been responsible for the cost of Australia’s contribution 
to the war and of the repatriation of her troops. 

The Bruce-Page Government sought to overcome somé 
of the difficulties inherent in a division of powers by means 
of co-operation. Mr. Bruce brought into existence the 
Development and Migration Commission, which, by 
investigation of State and Commonwealth projects, saved 
the people of Australia from much wasteful expenditure. He 
enlarged the scope of the Council of Scientific and Industrial 
Research, so that in certain industries the central govern- 
ment placed the best scientific equipment available at the 
service of producers irrespective of State boundaries, 
following in some respects the example of the Bureau of 
Agriculture in the United States. Again, when excessive 
production in the dried fruits industry forced the States 
into schemes of marketing which were declared to be 
infringements of freedom of trade between the States, the 
Commonwealth came to the rescue with the object of 
establishing a home consumption price, a principle which 
has since been extended to dairy products and may, in 
the near future, be extended to wheat. The same Govern- 
ment established the Loan Council, at first as a voluntary 
body and after a referendum in 1928 on a constitutional 
basis. 

In the crisis of the depression the means for concerted 
action were found in the Loan Council and in conferences 
of the State and Federal Governments. The Constitution 
did not provide the means of obtaining unity of command, 
which had been found in the defence power during the war. 
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When conferences of Governments had agreed on a plan, 
it was necessary that the plan should be carried out by the 
separate action of the States and the Commonwealth, 
subject to party criticism and the possibility of a change 
of Government. Here was demonstrated the weakness 
of the confederate or co-operative system. Its success 
depends on agreement on a common policy, or, if this be 
wanting, on acceptance of decisions once made. In the 
Australian crisis both of these essentials were lacking. The 
attitude of the most powerful of the States, where party 
feeling was most embittered, hampered and delayed the 
national policy, and, had the Commonwealth not acquired 
by the Financial Agreement Act* of 1928 a reserve power 
of coercion, might have frustrated it altogether. 

Two provisions of the Constitution relate to the distribu- 
tion of the national revenue. The main provision was 
that during the first ten years of the Commonwealth’s 
existence three-fourths of the annual revenue from customs 
and excise should be returned to the States. Another 
section, in recognition of the unequal resources of the 
States, empowered the Commonwealth to make grants to 
them either with or without conditions. The language 
of this section is provisional, but it is still in force, and on 
its authority the Commonwealth has made grants to 
Tasmania and Western Australia over a number of years, 
and more recently to South Australia as well. 

At the end of the provisional period in 1910, the Common- 
wealth, in order to obtain greater freedom in the exercise 
of its customs power, and to put the distribution of revenue 
on a permanent basis, sought to alter the Constitution so 
that each State should, for the future, receive 25s. per 
annum per head of its population, Western Australia 
receiving a special grant in addition. This proposal, 
though made after consultation with the States, was 
rejected by the electors. ‘The Commonwealth Parliament, 
again in agreement with the States, then passed the Surplus 

* See Tue Rounp Tastt, No. 73, December 1928, p. 186. 
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Revenue Act, which allotted to each State 25s. per head 
per annum, and was to remain in force for ten years or until 
the Parliament should otherwise provide. 


V. Tue Financrat AGREEMENT 


HE Surplus Revenue Act was in effect a treaty, but 

no Commonwealth Parliament has power to bind its 
successors, and the Act might have been repealed at any 
time. It remained in force until 1927, and was then 
superseded, first by a temporary States Grant Act and then 
by the Financial Agreement, which was accepted at a 
referendum and was placed beyond the reach of any 
Parliament. The objects of the Agreement were four : 
to control public borrowing by a Loan Council, to establish 
sinking funds for the liquidation of the public debt, to 
make the Commonwealth responsible for Australian credit, 
and to provide on a permanent basis for the distribution 
of the Commonwealth revenue. This arrangement was 
reached after a long series of proposals and counter-proposals, 
one of which was that the Commonwealth should agree 
to abandon certain of the sources of direct taxation. ‘The 
Agreement provided that the Commonwealth should 
take over the then existing debts of the States, and in each 
year should pay to each State a portion of the interest on 
its public debt equivalent to the amount of 25s. per head 
payable at the date of the Agreement, and that both the 
States and the Commonwealth should contribute to sinking 
funds which would liquidate all debts within a period of 
58 years. 

The Financial Agreement illustrates very clearly that 
difference between the Australian and the American systems 
which has arisen from the manner in which public works 
have been carried out with money borrowed on the public 
credit. The Loan Council consists of representatives of 
the State and Commonwealth Governments, each State 
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having one representative and the Commonwealth two, as 
well as the chairman. The Loan Council controls all 
borrowing except for temporary purposes or for defence. 
It follows that each State has a voice in the development 
of every other State, and that both the borrowing and the 
public works policies of the seven Governments are under 
the supervision of a body which is not responsible to any 
one Parliament. Except, perhaps, in the German Reichs- 
tag, there is no analogy to this branch of the Australian 
Constitution in any other federation. 

The Financial Agreement cannot be varied except with 
the consent of all the parties to it—in other words, of the 
Parliaments of the six States and of the Commonwealth. 
It has been varied once, but only in recognition of the need 
of reducing the rate of interest on internal loans in a time 
of crisis. The amount which the Commonwealth is to 
pay to all the States has therefore been fixed with something 
more than the permanence of a section of the Constitution. 

The power of coercion mentioned above was derived 
from a section added to the Constitution by amendment 
in 1928 in order that the Financial Agreement might be 
made binding on the States and on the Commonwealth. 
The new section provides that the Commonwealth may 
make agreements with the States with respect to the public 
debts of the States, and that Parliament may make laws 
for the carrying out by the parties thereto of any such 
agreement. 

Under Mr. Lang’s premiership New South Wales twice 
refused, in breach of the agreement, to pay the interest due 
to its overseas creditors, claiming that the money was 
needed for domestic purposes.* After the second refusal 
the Commonwealth Parliament passed an Actt by virtue 
of which the Commonwealth, having paid the overdue 
interest, seized the State revenues. The validity of the 
Act was upheld by the High Court, and the decision had 


* See Tue Rounp Taste, No. 85, December 1931, pp. 178-186. 
t See Tut Rouno Taste, No, 87, June 1932, pp. 631-642. 
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the effect of bringing about a change of Government in 
New South Wales. There were few sympathisers with 
Mr. Lang’s policy among the Governments of other 
States, but there were many critics of the action of the 
Commonwealth. The Act was passed for a limited time 
and for a special purpose, but it was regarded in some 
quarters as countenancing interference with the domestic 
policy of the States, a course which might alter the balance 
of the Constitution and produce a subordination of the 
States to the Commonwealth more real in substance than 
the provision in the Canadian Constitution submitting 
provincial legislation to the veto of the Dominion Govern- 
ment. 

Notwithstanding the Financial Agreement there remain 
two methods whereby the financial position of the States 
may be improved—by grants made by the Commonwealth 
to individual States, and by the allocation to the States 
of sources of taxation over which the Commonwealth has 


now a concurrent power. 
For a great number of years the Commonwealth has made 


grants to Western Australia and Tasmania, and recently 
to South Australia, the three States which depend most 
on unsheltered industry. In many instances these grants 
have been made after a preliminary investigation, but they 
have not been made on any consistent principle, and the 
possibility of their being the subject of party competition 
has been recognised as a danger. In order that some 
principles might be established, the Lyons Government 
appointed a Commonwealth Grants Commission, which 
has recently presented an interim report. The report 
does not make any final statement of principles, but does 
reach certain conclusions of great importance in the working 
of federalism. It acknowledges, for instance, that re- 
distribution of revenue is common to all federations ; 
it calls attention to the danger lest grants should under- 
mine the sense of responsibility of State Governments : 
it acknowledges that every State is interested in preventing 
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any State from lapsing into bankruptcy, and at the same 
time urges that, in so far as the financial position of a 
State has deteriorated through its own blunders, it should 
be penalised. Finally, it recommends grants which should 
enable the necessitous States to maintain a standard of 


administration approximately equal to the Australian 
average. 


VI. Tue Bacxcrounp oF SECESSIONISM 


INCE the beginning of the depression, criticism of the 

Constitution has been mainly directed to the manner 
in which the revenue has been distributed, and the cost 
of production increased by tariffs. To appreciate this 
criticism it is necessary to recall the series of increases in 
customs duties imposed in 1921, 1922, 1926, 1928 and 
1929 to 1931, and associated with the names of Messrs. 
Massy-Greene, Pratten and Scullin. It has been claimed 
that all primary producers have suffered, and that the 
three States mentioned in the last paragraph have suffered 
without the compensation which a home market has 
given the producers of New South Wales and Victoria, 
and without benefiting from the protection given to certain 
primary products—butter, sugar, tobacco and fruits. How 
much of the financial difficulties of these States is due to 
federal policy, and how much to natural resources or to 
geographical position, is a question beyond the scope of 
this article. It is recognised, however, to-day, as it was 
by the British Economic Mission* and by the Tariff 
Committee,t that the tariff and the Navigation Act have 
affected the States unequally and have operated to the 
disadvantage of Western Australia and Tasmania. 

In the last three years all other proposals for the altera- 
tion of the Constitution have been overshadowed by 


* See Tue Rounp Tastes, No. 75, June 1929, pp. 626-636. 
+ See Tue Rounp Taste, No. 77, December 1929, pp. 161-169. 


353 





The Working of Federalism in Australia 


questions of finance. When representatives of the several 
Governments met in a constitutional conference early 
in 1933, their whole attention was given to the claims of 
the necessitous States, and to proposals for the reservation 
of certain fields of taxation to the States exclusively. 
Proposals for a constitutional convention were made by 
Mr. Hughes in 1920 but came to nothing, mainly owing to 
the difficulty of agreeing on a basis of election. In 1927 
the Bruce-Page Government, recognising that under the 
Constitution a convention could do no more than give 
advice to Parliament, appointed a Royal Commission* to 
enquire into the working of the Constitution, to recommend 
changes considered to be desirable and, in particular, to 
examine and report on ten subjects from a constitutional 
point of view, namely, aviation, company law, health, 
industrial powers, the interstate commission, judicial power, 
navigation, new States, taxation, and trade and commerce. 

A majority of the Commission of seven recommended 
certain minor changes, while adhering to the federal 
system.t ‘The minority was in favour of unification, and 
also recommended important additions to the Common- 
wealth powers. Within a few months of the presentation 
of the report, the Bruce-Page Government was defeated, 
and it was the minority report which was favoured by 
the Scullin Government. The latter, in its turn, however, 
went out of office before it could do more than foreshadow 
a proposal to place the power of amending the Constitu- 
tion in the hands of the Commonwealth Parliament, and 
to give the Commonwealth Parliament control over trade 
and commerce and industrial conditions. 

Unification, accompanied by a delegation of powers to 
a number of provincial councils, has for some years past 
been an item in the platform of the Labour party. The 
Country party proposes to strengthen the central govern- 
ment by the subdivision of existing States. ‘The Labour 

* See Tue Rounp Tastr, No. 69, December 1927, p. 171. 

t See Tue Rounp Taste, No. 78, March 1930, pp. 408-415. 

354 





The Background of Secessionism 


party has always supplied one element of unity through- 
out Australia similar to that which the Republican 
and Democratic organisations have supplied in the United 
States. But it is doubtful whether a referendum on 
unification at the present time would be supported by the 
whole Labour movement, in those States, at least, which 
at present consider themselves aggrieved by Common- 
wealth policy. The emergence of secessionism in Western 
Australia,* cutting through party lines, presents a further 
difficulty. 

It seems clear that where distances are so great, and 
conditions so varied, as in Australia, decentralisation of 
both administrative and legislative functions is essential. 
Concentration of power at the seat of government may be 
expected to bring about the two dangers of “ paralysis at 
the centre and anemia at the circumference.” It is 
hardly likely that any proposal for a drastic alteration of 
the Constitution would to-day be considered on its merits. 
The danger is that it would be judged in the light of the 


abnormal circumstances of the present time, just as other 
proposals have been judged by the purposes for which the 
increased powers were expected to be exercised by the 
Government then in office. 


Australia, December 1934. 


EDITOR’S NOTE.—An official delegation from Western 
Australia, headed by Sir Hal Colebatch, is at present in England for 
the purpose of presenting an Address to His Majesty and petitions 
to both Houses of the Imperial Parliament, seeking legislation 
necessary to effect the withdrawal of the State from the Common- 
wealth of Australia. The petition to the House of Commons was 
considered in due course by the Petitions Committee, which held, 
however, that it was not fully competent to decide whether it would 
be proper for the House to receive the petition, and recommended 
that a Select Committee be appointed to consider the question. 
Motions were thereupon introduced in both Houses, with Govern- 
ment support, for the appointment of a Joint Select Committee of 
Lords and Commons to consider this preliminary but critical 
issue. 


* See Tut Rounp Taste, No, 96, September 1934, pp. 892-896. 
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I. Inp1a 


Y far the most outstanding issue in British politics 

to-day is the future constitution of India. Before 
Christmas, Parliament was given an opportunity of debating 
the Joint Select Committee’s report, on motions instruct- 
ing the Government to frame a Bill on the lines recom- 
mended. ‘The Government of India Bill was published on 
January 24, and on February 6 the debate on the second 
reading began. ‘The Government’s strength in the House 
had been subjected to a preliminary test on December 12, 
when 49 members voted for the Labour amendment 
demanding more far-reaching reforms, and 127 members 
(including the Labour party) against the main motion 
approving the Committee’s report. The majority for the 
Government was 442 on the first vote and 283 on the 
second, Eighty Conservatives (including pairs) voted 
against the Government, a total encouraging to the die- 
hards after the set-back they had received at the meeting 
of the Central Council of Conservative and Unionist 
Associations on December 4, when the majority for the 
report was 1,102 to 390. In the vote on the second 
reading, which was carried by 407 to 135 on February It, 
eighty-two Conservatives went into the No lobby or were 
paired against the Bill. 

The breach between the diehards and the Government 
on the India issue was widened further by the Wavertree 
by-election. Mr. Randolph Churchill, the 23-year-old son 
of Mr. Winston Churchill, contested this Liverpool seat 
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“in the Conservative cause,” but in opposition to the 
official Conservative candidate. Mr. Churchill appealed 
“to every one in Lancashire who wished to strike a blow 
for the maintenance of what is Lancashire’s only surviving 
market.” The India Defence League put its weight 
behind the rebel, and he was publicly supported by no 
fewer than 18 members of Parliament. The Government, 
in reply, sent down several “ big guns ” to speak for the 
official Conservative candidate. The result was as most 
people expected, the Labour candidate appearing at the top 
of the poll with a minority vote. Mr. Churchill secured 
no fewer than 10,575 votes against his Conservative 
rival’s 13,771. ‘The Liberal candidate forfeited his deposit. 
Mr. Churchill’s personality—his youth and good looks, 
his vigour and his inherited gift of telling phrase—must 
have appealed to a considerable section of the electorate, 
and it is in any case dangerous to draw conclusions from 
by-election results; but the Government must have 
found the strength of the diehard vote somewhat _per- 
turbing. On the other hand, to procure the election 
of Labour members by splitting the Conservative vote is 
hardly the best way for the diehards to obtain their 
objective of less self-government for India. 

The only other by-election of the quarter was at Putney, 
a stronghold of the Conservatives. ‘Though they held the 
seat in a straight fight with Labour, they did so only by 
the margin of 2,663 votes, their smallest previous majority 
having been 8,521 in 1929. As the Daily Heraid pointed 
out, such a result could not have been achieved in a 
** dormitory ” constituency of this kind had not the Labour 
candidate—a woman doctor—attracted a great many votes 
from salaried workers and the middle classes generally. 
The result was, therefore, as encouraging to the Labour 
party as would have been a thumping victory in a working- 
class district ; for it is evident that without a large quota 
of middle-class votes Labour will never secure a majority 
over all parties in Parliament. 
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II. Mr. Lioyp Gerorcer’s New Dea 


HOUGH Mr. Lloyd George is 72 his energy is as 

great, it seems, as it was a quarter of a century ago, 
There had been a lull in his political activities while he 
was writing his war memoirs ; with that task almost com- 
pleted, he let it be known in mid-December that he was 
about to launch a new campaign for a national recovery 
programme. On January 17 the campaign began in 
earnest with a speech at Bangor, which he has since followed 
up and elaborated in speeches at Pwllheli, at Birmingham 
and elsewhere. 


I am not here (he said at Bangor) to launch a party campaign. 
I am neither a party leader, nor have I any desire to become one. . . 
I propose to do my best as an old servant of the people to rouse them 
to the perils of delaying bold action in the face of our international 
and economic difficulties. I shall do my utmost to secure national 
unity—but only in and for action. If it becomes clear that we 
cannot expect any adequate response from men in authority, or 
that we cannot hope to secure energetic and courageous effort on 
the right lines, and in due measure, then a party struggle is the 
truest patriotism. In that event I shall do all I can to help those 
who mean to tackle the whole situation with vision and with vigour. 


Mr. Lloyd George pointed to the “ supreme paradox” 
of poverty in the midst of over-abundance, to the fact that 
for 14 years the volume of unemployment in this country 
has never been less than a million, and to the stagnation of 
international trade. All economic programmes must be 
founded upon world peace, and he believed that a “ bold, 
decisive and firm lead” by Great Britain could improve 
the perilous international situation. Fruitful action, 
especially in the East, involved as a first condition of 
success a complete understanding with America. In a 
tantalising passage on trade relations Mr. Lloyd George 
said: ‘‘ Now that we have got our tariffs set up I would 
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use them ruthlessly and to the full as a means of inducing 
a removal of, or at least a reduction in, the difficulties of 
trading with other countries.” 

But even if the pre-war tariff position were restored in 
the world, he continued, there would clearly remain in 
Great Britain a considerable surplus of workers who could 
not be absorbed in industry without special measures. 
The keynote of his proposals was “ work for the workless 
instead of doles.” A permanent body should be set up to 
think out and prepare schemes of reconstruction—* not 
relief works merely to give employment, but undertakings 
of real utility which will equip, improve and enrich our 
national assets.” Part of the duties of this “‘ development 
council”? would be to put forward proposals for the re- 
organisation of any important branch of industry, where 
the authority or the financial aid of the State might be 
needed. ‘They would even make recommendations upon 
such matters as raising the school-leaving age or reducing the 
hours of work in industry. But the final responsibility, 
added Mr. Lloyd George, must rest with the Government 
of the day. Parliament would not waste time discussing 
details, but would legislate general conditions and would, 
of course, retain absolutely the right of voting ways and 
means. As to the Government, Mr. Lloyd George 
proposed to restore the principle of the War Cabinet, an 
inner group—not more than five—of the ablest men 
available, who would be free from the absorbing cares of 
departmental work. 

Mr. Lloyd George then gave some particulars of the 
kind of reconstruction schemes that he had in mind. ‘They 
included the rationalisation of staple industries, a large 
housing programme, the reconstruction of our road system, 
the development of railways, canals, telephones and the 
supply of electricity and of water, and the development 
of the land. In view of his past affection for this part of 
national policy, no one was surprised that Mr. Lloyd 
George should have laid stress upon the rehabilitation of 
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agriculture in his recovery programme. Whereas, he 
said, we had two million agricultural workers in employ- 
ment when we had about half our present population to 
feed, we have now only about one million on the soil, 
and their numbers are still going down. 

On the question of financing these schemes, Mr. Lloyd 
George spoke largely about the “ few hundreds of millions ” 
necessary. His financial proposals, he said, would involve 
something in the nature of two budgets each year— 
one budget dealing with the ordinary annual revenue and 
expenditure, the other a budget for capital expenditure. 
The amount spent each year would be limited by the 
volume of capital that could be raised without injury to 
the ordinary operations of trade. When prosperity returned, 
then no doubt more capital would be required for the 
ordinary needs of business, and there would not be the same 
surplus available for reconstruction schemes. On the 
other hand, the problem of unemployment would have 
simultaneously diminished. Mr. Lloyd George proceeded 
to an attack upon the Bank of England, the other banks, 
and those who were responsible for the war debt settle- 
ment of 1923—a passage of his speech which was neither 
constructive nor well founded. While he was opposed to 
proposals for the nationalisation of the joint stock banks, 
he would revise the constitution of the Bank of England 
so as to make it independent of the City of London and 
bring it into closer contact with the industries and com- 
merce of the nation. 

Not the least interesting outcome of Mr. Lloyd George’s 
pronouncement has been the differences in the views 
expressed upon it by newspapers and political leaders. 
From the press of Lord Rothermere and Lord Beaverbrook 
he won applause, amountingin the Daily Mail to enthusiasm. 
The chief Conservative organs treated him critically but 
nevertheless cautiously and with a recommendation to 
consider on its merits whatever was valuable in his plan. 
The Times went so far as to say that a recasting of the 
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Government was not inconceivable and would not be 
unwelcome. Whereas the Liberal press at once threw its 
weight behind Mr. Lloyd George, the least favourable 
comment of all came from the Labour side. Mr. Lloyd 
George, said the Daily Herald, showed a complete inability 
to understand either the real causes of the economic break- 
down or the necessary remedies. The Herald charged 
his programme both with vagueness and with inadequacy— 
“a programme which is essentially small and unimportant 
in relation to the emergency.” It was thus apparent that 
if Mr. Lloyd George’s efforts were to have any practical 
results, it would be with the assistance, not of the Left 
Opposition, but of the central body of opinion in Parliament 
which at present for the most part supports the National 
Government, but chafes under what it considers the 
poverty and unimaginativeness of the Government’s 
programme. Mr. Neville Chamberlain, Sir John Simon, 
and other Ministers referred to Mr. Lloyd George’s pro- 
gramme in public speeches cautiously, but not antagonis- 
tically, and rumours at once started that a reorganisation 
of the Government was being contemplated, as part of 
which Mr. Lloyd George would find a place in the Cabinet 
without portfolio. This, however, would involve the 
disappearance from the Government not only of the 
Prime Minister and Mr. Walter Runciman, who have 
been so bitterly attacked by Mr. Lloyd George that they 
could never conceivably form members of the same Govern- 
ment, but of so many other antipathetic elements also 
that these rumours were soon discredited. The most 
that can be said with certainty at the moment is that 
Mr. Lloyd George’s campaign has stimulated and streng- 
thened those elements among the National Government’s 
supporters who demand a more vigorous policy. In the 
debate on the Address several of the group of “young 
Tories” expressed their criticisms of the Government in no 
restrained terms, and they were active again in the debates 
on the vote for the Unemployment Assistance Board.:- 
361 





Great Britain: Problems of the Government 


III. UnemptoyMenT ASssISTANCE 


N January 7, the new Unemployment Assistance 

Board, under the chairmanship of Lord Rushcliffe 
(formerly Sir Henry Betterton), took over the administration 
of assistance to all the insured unemployed no longer 
having claims on the insurance fund, and on March 1 it 
was to assume the charge of all the remaining able-bodied 
unemployed now on poor relief. Before Christmas, 
Parliament had passed the regulations drafted by the Board 
governing the scale of assistance to be granted. The 
determination of such assistance, in accordance with the 
Act, would involve the balancing of the applicants’ family 
needs against their family resources. ‘The basic rates 
adopted were 24s. a week for a man and wife, and from 
3s. to 8s. for each child according to age; the benefit for 
one child only would not be less than 4s. While the rate 
for a married couple was 2s. a week less than on the un- 
employment insurance scale, the latter provides only 2s. 
a week for each child, of whatever age; hence the Board’s 
recommendation was taken by many as vindicating the view 
that the children’s allowance from the insurance fund is 
inadequate. The benefit calculated on the basic scale 
would be adjusted according to two main factors, the 
rent paid by the applicant and the available resources 
of his household. If rent were more or less than the 
assumed standard of 7s. 6d. a week, the benefit would 
be varied upward or downward, but beyond certain 
particulars the variation would be at the discretion of the 
Board. 

Complicated provisions were laid down for the reckoning 
of household resources. Account would be taken of the 
degree of relationship of those whose earnings would be 
computed, and of any necessity to spend more than the 
average on clothes (in “* black-coated ” jobs) or on travelling 
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expenses. Certain resources would be disregarded—parts 
of the income from savings, for instance, or from sick pay, 
disability pension, or workmen’s compensation. These 
provisions were roughly in accordance with existing 
“means test ” practice, though they appeared to be some- 
what more favourable to the applicant. Indeed the 
apparent intention and general interpretation of the new 
rules was that on the average they would raise the benefit 
payable, compared with former “ transitional ” unemploy- 
ment benefit or public assistance. The Board reckoned 
that the cost to the State of transitional payments would 
be raised by {3,000,000 to roughly £44,000,000. The 
Daily Herald, the Labour journal, acknowledged that 


a definite advance, on the average, in the standard of life of the 
million unemployed who will receive relief from the Unemployment 
Assistance Board is promised by the new scales. . . That is something 
to be thankful for. 


Immediately the new system went into operation, 
however, there was a storm of protest from the unemployed 
and from Labour organisations all over the country. Mass 
demonstrations took place in South Wales and elsewhere, 
and feeling was obviously running high when Parliament 
reassembled on January 28 and was asked to approve a 
supplementary estimate for the purposes of the Unemploy- 
ment Assistance Board. Mr. Stanley, the Minister of 
Labour, was on the defence from the start. The regulations, 
he suggested, would naturally be felt to be severe where 
administration had hitherto been lax or illegal. If there 
were shown to be anomalies or hardships the Board would 
submit amendments to redress them. Meanwhile he 
believed that to the great majority of the unemployed the 
regulations had brought not reductions but advantage. 
However, not merely Labour but Liberal and Conservative 
members rose one after another full of complaints of 
hardships and injustice. There was no doubt, said 
Mr. Boothby, Conservative member for Eastern Aberdeen, 
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that under the new regulations the payments were definitely 
below the public assistance level. 


The new administration is brutal (he said). I can use no other 
word. I ask the Government what is the economic justification. 
This country has made a great advance during the last two years. 
But is that a reason for cutting down the unemployment benefit 
of the worst-hit class in this country as compared with what they were 
getting two years ago? 


Mr. Lansbury pleaded for the suspension of the regula- 
tions until there was time to get the whole machinery into 
working order and until the appeal tribunals were fully 
functioning. Mr. Baldwin, though conciliatory, replied that 
the course proposed would lead to chaos. The Minister 
of Labour announced at the conclusion of the debate 
that instructions were being given to the Board’s officers 
with the aim of mitigating hardship in two special classes 
of cases where grievances had arisen. More and more use 
would be made of the officers’ discretionary powers. There 
was a case, he admitted, for immediate inquiry into the 
rent rule, and the Board would make such inquiry at once. 
lf there were hardships, they must be put right as soon as 
possible. In the course of the following week many 
M.P.s went down to their constituencies and examined 
cases of alleged hardship; the Minister sympathetically 
received a deputation from South Wales, Durham and 
Scotland (areas with high unemployment where the effect, 
good or bad, of any change in the administration of assist- 
ance would be particularly heavily felt); and formidable 
protest meetings were held in South Wales, where the 
Labour party accused the regulations of reducing the in- 
come of the unemployed by over a million pounds a year. 

Mr. Stanley was impressed. He had become convinced, 
he said in the House on February 5, that there was wide- 
spread uneasiness, which was not confined to one political 
party, as to the way in which the regulations were working 
out in practice. He still believed them to be sound in 
principle, and if amendments were necessary they should 


364 





Unemployment Assistance 


only be made after careful investigation. Although the 
Board had the whole question under urgent consideration, 
they felt it impossible to deal promptly with the problem 
by detailed treatment within their ordinary duties. In 
these circumstances they had decided to issue instructions 
to their officers that all applicants were to be granted assist- 
ance at the rate of the former transitional benefit, or of the 
new assessments if the latter should be higher. Where 
reductions had already been made, retrospective payments 
would be granted. This course would naturally continue 
the very anomalies that the Board had been created to 
remove, and therefore the earliest steps must be taken to 
see how they could best be dealt with. 

A courageous statement of a magnanimous decision was 
well received by all parties. “ At the same time,” as Sir 
Herbert Samuel said, “there would be a very general 
feeling that this situation ought never to have arisen.” 
The consequences came close to Mr. Baldwin’s forecast of 
chaos. Disturbances in Sheffield were followed by an 
official authorisation to city and county councils to pay 
out the “cuts” to the unemployed immediately. The 
councils had afterwards to be indemnified in the Bill, 
introduced on February 12, permitting the payment of 
allowances on the old or the new rates, whichever was the 
higher in each case. The extra cost was reckoned to be at 
the rate of {5,000,000 per annum. The Bill had also to 
postpone indefinitely the “appointed day” (formerly 
March 1) for the inclusion of the remaining able-bodied 
unemployed in the Unemployment Assistance scheme, and 
this in turn necessitated the grant of compensation to local 
authorities, whose burden of poor relief would be thus 
prolonged. 

The heart of the immediate trouble, apart from previous 
lax administration, seems to be the operation of the rent- 
adjustment rules. The heaviest unemployment, broadly 
speaking, is not in high-rented areas like London, but in 
low-rented areas like the Welsh valleys and Durham mining 
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villages. In Durham it is common for unemployed miners 
to occupy colliery cottages at very low rentals or even rent 
free. But these are transitory problems, which can be 
solved by ingenuity and administrative skill; the real 
difficulty of the Board and the Government is one of 
principle. It is clear that assistance to the unemployed 
who have exhausted their insurance rights should not 
normally exceed their former insurance benefit ; for other- 
wise the latter might justifiably be denounced as inade- 
quate. But not only might assistance on the basic scale 
exceed insurance benefit, it might even exceed normal rates 
of wages in poorly paid occupations. ‘There is, indeed, a 
provision in the Board’s regulations that assistance should 
in no case exceed or equal normal wages. This “ wages 
stop,” however, creates problems of its own ; for it might 
result in the grant of different rates of assistance to neigh- 
bours in exactly similar circumstances for the sole reason 
that one, when employed, was rather more highly paid 
than the other. ‘There seems to be no logical solution of 
the problem save in either of two courses, both of them 
dangerous—a universal statutory minimum wage, or family 
allowances from State resources for all wage-earners, 
whether employed or not. It is impossible to foretell how 
broad is the other end of the wedge that we are driving 
to-day. 
IV. Housine 


HE problem of housing continues to agitate politics— 

partly, of course, because it furnishes the Opposition 
parties with a serviceable opportunity of attacking the 
Government. The latter, it will be recalled,* abolished the 
“Wheatley ” subsidy and concentrated their efforts upon 
slum clearance, with the aid of the “‘ Greenwood ” rebuild- 
ing subsidy. ‘The slum clearance schemes that have been 
submitted by local authorities in pursuance of the Govern- 
ment’s campaign include approaching 300,000 houses. 


* See Tut Rounp Taste, No. 94, March 1934, p. 349. 
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It has been widely held* that no such total would bereache 
in practice ; for the current rate of building for rehousing 
appeared to be much too laggardly. However, in the month 
of January, so the Minister of Health has claimed, no fewer 
than 5,000 new houses were built for the rehousing of slum- 
dwellers, at which rate the programme could be completed 
in the scheduled period of five years. 

Perhaps the chief criticism of the Government’s pro- 
gramme has been that, however amply it dealt with the 
special problem of the slums, it did nothing to remedy the 
general evil of over-crowding, of which slums were virtually 
no more than a symptom. In other words, while it would 
substitute new houses for old in certain limited areas, it 
would make good none of the outstauding deficiency of 
houses. This gap the Government have now sought to fill 
by means of a new Housing Bill, which received its second 
reading on January 31. The Bill delivers a broadside 
assault upon over-crowding. A national standard of 
minimum house-room per family is to be established, and 
over-crowding beyond that standard is to be made an 
offence against the law. While the occupier is to be 
primarily liable, the landlord may also be convicted if he is 
a witting accessory. Proceedings can only be taken by the 
responsible local authority, and it shall be a good defence— 
unless other suitable accommodation has been offered and 
refused—that the over-crowding dates from before the 
commencement of the Act, or that it arises because children 
have grown up meanwhile. 

Clearly it would be no use banning over-crowding unless 
vigorous efforts were to be made to provide the necessary 
additional accommodation. The latter part of the Bill 
requires local authorities to submit plans for the redevelop- 
ment of congested areas, and for the provision of flats or 
houses to relieve over-crowding in areas not demanding 
redevelopment on the site. Exchequer subsidies are to be 
granted at the rate of £6 a year for forty years on each 

* See Tue Rounp Taste, No. 97, December 1934, p. 147. 
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redeveloped flat, and of up to {5 a year for twenty years on 
each “ resettlement ” flat or house. Local authorities will 
have to provide subsidy at the rate of half the Exchequer 
grant in each case. Powers of compulsory acquisition will 
be given, compensation to be paid normally at market value. 

Opposition critics of the Bill have complained that the 
standard of over-crowding is too low, that the subsidies 
are insufficient to enable houses or flats to be let at rents 
payable by the poorest classes, and that the rate of com- 
pensation is excessive. Under the Bill, a dwelling is over- 
crowded if more than two people have to occupy any one 
room (children under ten to count as half a person, and 
infants of less than one year not to count at all) ; further, 
the sexes must be separated, except husband and wife and 
children under ten. The number of persons allowed per 
room is reduced if rooms are below normal size. ‘The 
standard is somewhat less stringent than those laid down by 
recent unofficial social surveys; but even ifa higher standard 
ought to be aimed at later the Minister appeared to be 
justified in confining his task to practicable proportions as 
a first effort. ‘The subsidies are less than the Wheatley 
and Greenwood scales ; costs, however, have fallen heavily 
in the last few years, and it is probable that, as the Minister 
of Health assumes, the grants will allow houses to be built 
in urban areas to let at 10s. a week inclusive of rates. This 
is the standard usually adopted by housing experts for the 
cheapest grade of workmen’s dwellings. Doubtless many of 
the very poor who now live in over-crowded conditions 
would find even tos. a week too high ; on the other hand, 
the provision of extra accommodation on a large scale is 
likely to bring down the rents of dwellings at present over- 
crowded. Comment on the details of the compensation 
proposals is impossible in a short résumé; but there is 
clearly considerable popular appeal in the Labour party’s 
view that the very fact that property is over-crowded 
diminishes the owner’s right to compensation from the 
public purse. 
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I. Tue Trapt AGREEMENT WITH GREAT BriTAIN 


HE New Year has at least begun well. For the first 

time since Mr. de Valera took office, a gleam of sanity 
has pierced the clouds of distrust and disagreement which 
darken the relations between the Free State and Great 
Britain. On January 3 it was officially announced that, as 
a result of discussions between the two Governments, the 
quota fixed last year for cattle imported into Great Britain 
from the Free State would in 1935 be increased by one-third 
in all categories, in return for increased purchases by the 
Free State of British coal to an equivalent value. This 
bargain, which is creditable to the common sense of both 
parties, means that the exports of our cattle to Great 
Britain may be increased by some 150,000 head during the 
coming year, while we will buy virtually no coal but British. 
On the other hand, the special duties on our cattle 
and on British coal will remain. In financial terms this 
will mean that Irish coal consumers will pay about a quarter 
of a million pounds in coal duties, since they can now buy 
nothing but British coal, and the British Government will 
receive nearly an additional million pounds in land annuity 
duties from the Free State farmers and taxpayers; in 
addition, about five thousand British miners will be re- 
employed and one and a quarter million tons of British 
coal will be sold to the Free State. Moreover, the British 
farmers and meat market will receive an extra supply of the 
best Irish stores and fat cattle, which will be by no means 
unwelcome. ‘The Irish farmer, on the other hand, will be 
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able to obtain a market for some of his now sadly superfluous 
cattle. 

On the whole, therefore, Mr. Thomas would seem to have 
made an excellent bargain, and it is little consolation to 
know that but for the necessity of saving Mr. de Valera’s 
political face and preserving his unchanging principles a 
comprehensive and satisfactory settlement of the whole 
sorry dispute could almost certainly have been obtained. 
Finally, the agreement is convincing proof, if proof were 
necessary, that there is no alternative market to Great 
Britain for our agricultural exports. It is now clear that 
the order issued by the Free State Government on Decem- 
ber 24 last, establishing a coal quota as from February 1, was 
designed to implement this agreement and not to promote 
the importation of German coal, as was at first believed 
owing to the presence in Dublin of a German delegation, 
who have since negotiated a trade agreement with the 
Free State for the coming year, on the basis of taking 
one pound’s worth of Free State farm produce for every 
three pounds’ worth of German goods imported into the 
Free State. 

No one, nevertheless, will be disposed to criticise too 
severely this recognition of reality, and there is some slender 
hope that negotiations for the complete settlement of the 
economic dispute may be resumed. Mr. de Valera has 
stated, however, that the arrangement is a business transac- 
tion based on the mutual interests of the two countries, 
and that opportunities for further similar understandings 
will, no doubt, present themselves from time to time, and 
will probably be taken by both sides in the same spirit. 
The emphasis, it will be observed, is on the business nature 
of the arrangement. It would, therefore, be extremely 
foolish to build a substantial edifice of hope on such slender 
foundations. The real political and economic difficulties 
remain, and whilst Mr. de Valera, with one political leg 
floundering in the bog of economic nationalism and the 
other precariously perched on Commonwealth terra firma, 
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continues his obstinate march towards the “ associated 
republic ” of his dreams, there is little chance of a serious 
settlement ; for that can only be obtained through a large 
and statesmanlike accommodation, such as neither side to 
this miserable controversy appears to contemplate or be 
capable of carrying out. 


II. Tue Crrizensuie Brit 


GOOD example of the difficulties yet to be overcome, 
and of the Free State Government’s attitude towards 
the Commonwealth, is afforded by the Citizenship Bill 
they have recently introduced. The necessity for such a 
Bill was obvious. Under the Constitution,* Free State 
citizens are defined as persons domiciled in the Free 
State at the time of its enactment, of Irish birth or parent- 
age, or persons who had been resident in the Free State 
area for the previous seven years. Although it was also pro- 
vided that the conditions governing the future acquisition 
and termination of citizenship should be determined by law, 
nothing has since been done in the matter, with the result 
that those born since the Constitution was enacted are, 
apparently, British-born subjects without any special 
Free State citizenship ; for from the earliest times it has 
been held that birth on British territory, wherever situate, 
carries with it the rights and duties of a British subject.t 
The new Bill, therefore, quite properly and legitimately, 
alters this state of affairs, providing that such persons shall 
become citizens of the Free State, as well as defining Free 
State nationals, and regulating the acquisition and loss of 
Free State citizenship for municipal and international 
purposes. 
But the Government could not lose this heaven-sent 
opportunity for twisting the lion’s tail, and so proceeded 
also to repeal the law relating to British nationality, and to 


* Article 3. t Calvin’s Case (1608), 
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abolish the status of British subjects so far as it exists in 
the Free State, quite regardless of their legal or moral right 
to doso. They were careful, however, to leave a means of 
escape from the full implications of this course, by providing 
for reciprocal arrangements for mutual citizenship rights 
between the Free State and “ other countries,” namely, 
Great Britain and the Dominions ; the restrictive legislation 
they have already enacted* makes it clear, however, 
that there is no intention whatever to confer the full 
benefits of citizenship on such persons. 

Mr. de Valera, during the debates on the Bill, declared 
that whilst the Bill does not alter the principle of co- 
equality, and therefore does not deprive us of our rights 
and privileges as British subjects, nevertheless, when once 
it becomes law, common status will cease to exist, and 
there will be no more British subjects in the Free State. 
If a “‘ republic for the whole of Ireland” was declared to- 
morrow, he announced, not a comma in the Bill need be 
altered. Moreover, he denied that allegiance to the Crown 
was the basis of the Free State’s association with the other 
members of the Commonwealth. He apparently desires to 
obtain all the advantages of belonging to the Common- 
wealth without admitting the natural implications of such 
a relationship. He admitted grudgingly that there was a 
“* certain association ” (he must have found it difficult not to 
say “ external association ”), and expressed his gratitude for 
the way in which the British consular and diplomatic 
services had been placed at our disposal, but he was careful to 
add that in future our citizens would only make use of 
British diplomatic and consular assistance on the under- 
standing that they were not British subjects. ‘The word 
“subject” and the word “allegiance” were, he said, 
equally abhorrent to an Irish nationalist so far as they 
applied to an outside country or its representative. The 
only basis on which they were willing to found their 
relations with the Commonwealth was that they were pre- 

* Control of Manufacturers Acts, 1932, 1934, and similar legislation. 
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pared to give mutual privileges and accord mutual rights. 
They would not accept any common citizenship. 

It is impossible to reconcile either the Bill or these 
statements with the admitted facts of common status, 
common citizenship and allegiance to the Crown embodied 
in the Treaty and the Constitution, from which his Govern- 
ment derives its authority and existence, and with which, 
incidentally, their Information Bureau declares the Bill to be 
in complete harmony. The Treaty of 1921 is still in force, 
and under that Treaty the Irish Free State has the same 
constitutional status in the Commonwealth as the other 
Dominions.* Under it the law, practice, and constitutional 
usage governing the relation of the Crown to the Dominion 
of Canada govern the relation of the Crown to the Irish 
Free State.t The Treaty has not been denounced or 
repudiated, nor the Constitution abrogated. Accordingly 
there is no doubt whatever that allegiance to the Crown is 
still the basis upon which our political system rests. 
Indeed, this fact is clearly recognised in many ways, and Mr. 
de Valera himself received his appointment as President of 
the Executive Council from the representative of the 
Crown.{ Hence it follows that the Irish Free State cannot 
by ordinary statute cause its citizens to cease to be British 
subjects. The only method by which this can be effected 
is the formal denunciation of the Treaty, accompanied by 
the formal declaration of the Republic. Internally such 
citizens would thereupon cease to be British subjects ; 
but externally only in so far as that republic was inter- 
nationally recognised. 

The Government have not, therefore, the legal right to 
take the course proposed. Nor are they morally in better 
plight ; for the report of the Imperial Conference of 1930, 
which lays down that common allegiance to the Crown is the 
basis of the common status possessed by all the subjects 
of the King, was formally approved by resolution of both 
Dail and Senate in July 1931; and the Statute of West- 

* Article 1. t Article 2. t Dublin Gazette, March 11, 1932. 
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minster, embodying these decisions, was passed at the 
request and with the consent of our Government, as its 
preamble proves. Mr. de Valera relied on the status thus 
achieved to remove the oath, but he is now breaking the 
agreement reached by the Imperial Conference, that changes 
in the common status “should only be introduced after 
consultation and agreement among the several members 
of the Commonwealth.” ‘There is a leading principle in 
equity that one cannot approbate and reprobate, namely, 
one cannot accept a benefit and repudiate an obligation 
under the same instrument. But this is not merely an 
equitable principle; its observance is deeply rooted in 
ethics; accordingly it seems clear that the Free State 
Government have not the moral right to take the course 
proposed. 

The question then arises : what will be the result of the 
passage of this Bill from the point of view of the common 
status ? The answer is, as Mr. Thomas pointed out in the 
House of Commons on November 27, that anyone who 
is a British subject will remain a British subject, for the 
Bill cannot legally deprive a single Irishman of that status, 
or of any of its privileges inside or outside the Free State. 
It is, of course, true that the status of a British subject in 
the Free State differs from that of a British subject in 
Great Britain. The latter not only owes allegiance to the 
King as King of Great Britain, but is also bound to perform 
all the obligations arising from his allegiance to his own 
King, and to observe allthe laws of his own country. The 
citizen of the Free State, however, owes allegiance to the 
King only in his capacity as sovereign head of the British 
Commonwealth, and is in no way bound to obey the laws 
of the British Parliament while outside Great Britain. The 
Commonwealth is, in fact, as Senator Browne, K.C., pointed 
out in the Senate debate on the Bill, a partnership at will in 
which all the partners have equal rights, and from which 
they have also the right to retire. But during the existence 
of the partnership none of the parties can break a vital 
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condition of the partnership, in this case the common 
status of British subjects founded explicitly on common 
allegiance to the Crown. 

An anomalous situation will, however, arise in another 
direction when the Bill becomes law. There is power 
under the Bill to issue certificates of naturalisation, and 
the persons to whom such certificates are duly issued will 
become Free State citizens. But if, prior to the issue of 
such certificates, such persons were not British subjects, 
they will not be made British subjects thereby. Accord- 
ingly, we shall have two classes of citizens, the great 
majority who are British subjects, and a few special persons 
who are not. To such persons passports cannot be issued 
in the name of “ His Britannic Majesty,” as our passports 
still are, and a new form will have to be devised for these 
peculiar individuals. The Bill purports to deal with 
“Trish nationality,” but in fact only deals with Free State 
nationality ; for it is mere academic nonsense to suggest, 
as was done in the Dail debates, that because Northern 
Ireland was technically a portion of the Free State for one 
day its citizens are therefore affected by this Bill, although 
our Government has no power whatever to enforce the 
obligations of citizenship upon them. But it is a useful 
indication of the methods by which Mr. de Valera probably 
imagines he can create the illusion of an all-Ireland republic. 

These performances of the Free State Government have 
naturally provoked the usual outburst from the so-called 
Southern Irish loyalists, principally resident in England, 
and at a London meeting of this amorphous body Mr. 
J. H. Morgan, K.C., made their flesh creep with a descrip- 
tion of “ the strange and mysterious things ” which were 
happening in Irish ports, where German steamers, he 
alleged, wete unloading huge crates and cases with the 
greatest secrecy. Such statements are, of course, ridiculous 
nonsense, without any substance whatever, except in so 
far as the mysterious cases contained machinery for the new 
beet sugar factories. They only promote bad feeling 
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between the two countries, and, like the subsequent debate 
in the House of Lords, where similar alarmist statements 
were made, give Mr. de Valera another excuse for chanting 
his now familiar theme-song, the Gaelic version of “‘ Who’s 
Afraid of the Big Bad Wolf?” But, although these ebullitions 
are both silly and harmful, it would be well if those respon- 
sible for British policy in relation to Ireland made up 
their minds upon the attitude they are going to adopt 
when Mr. de Valera denounces the Treaty, proclaims an 
Irish Republic for the whole of Ireland, and presents them 
with a fait accompli ; for such a dénouement is eventually 
inevitable if he remains in power. An ostrich-like policy, 
such as is now being pursued, of talking about “ the open 
door” and refusing to face these obvious facts or to antici- 
pate them, can only have disastrous results. 


III. Tue Opposition 


R. LEMASS, the Minister for Industry and Com- 
merce, speaking at the Trinity College Philosophical 


Society on November 1, said that if the British Government 
would declare that it did not insist on the maintenance of 
partition, and that our internal relations and forms of 
government were our own concern with which they 
would not interfere, then nine-tenths of the trouble 
between Ireland and Great Britain would be removed. 
We could then reasonably hope to work out in due course 
a solution of our difficulties with the minority. Although 
there is a certain amount of truth in this statement, 
neither Mr. Lemass nor any member of the Government 
seems to realise that a solution of our national difficulties 
can only be found within the British Commonwealth, and 
that the republican road can only end in the permanent 
partition and national degradation of Ireland. 

The United Ireland party, on the contrary, seems to 
have at last definitely decided that a full, frank and loyal 
acceptance of our Commonwealth status is the best and 
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only solution of our problems. Speaking at Enniscorthy 
during December, Mr. James M. Dillon, T.D., one of the 
vice-presidents of the party, said that he stood unequivocally 
for membership of the Commonwealth. He was certain 
Ireland could be reunited within the Commonwealth. And 
Mr. Frank MacDermot, now happily restored to health, 
has also recently emphasised that the truest patriotism 
was to combine Irish independence with a free and equal 
place in the Commonwealth, and to destroy partition by 
destroying the racial feelings 2nd prejudices which were its 
cause. The United Ireland party, although still shaken, 
has now recovered somewhat from the disturbance caused 
by the retirement of General O’Duffy, and has been 
strengthened by the expulsion of Mr. Patrick Belton, T.D., 
one of the stormy petrels of Irish politics, who was the 
first republican member to enter the Dail, and who has 
since belonged to several parties, but to none for long. He 
has now enrolled himself under the banner of General 
O'Duffy. 

The general, who is practically an extinct political 
volcano, has attracted the support of a small portion of the 
Blue Shirt organisation, and continues to rumble at 
intervals. His speeches are somewhat incoherent, and 
disclose, amid considerable abuse of his late colleagues, no 
practical policy of any kind. The leaders of the United 
Ireland party have wisely extended to him the charity 
of their silence. There is little doubt that when the party 
convention takes place next month Mr. Cosgrave will be 
re-elected as leader, a position from which it is now painfully 
clear that he should never have been removed. He has 
recently described the social aim of his party as the in- 
auguration of a corporate system based upon the principles 
enunciated by the present Pope in the encyclical Quad- 
rigesimo Anno, adapted to Irish conditions and operating 
with the full consent of all concerned ; and Mr. MacDermot 
has said there must be no more flirtation with fascism. 

The leaders of the party recently forwarded a memoran- 
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dum to Mr. de Valera dealing with the farmers’ economic 
plight, asking the Government to explore the possibilities 
of a trade agreement with Great Britain which would 
secure larger quotas for our exporters (as has since been 
done), and urging that farmers in arrear with annuity 
payments should be brought before the courts in the 
ordinary way, instead of having decrees issued against 
them without court proceedings on the foot of a mere 
Land Commission certificate, as is now done under the 
provisions of the 1933 Land Act.* ‘They requested an 
interview, but Mr. de Valera refused to receive them on 
the ground that these matters had already been fully 
discussed in the Dail. A Bill, subsequently introduced by 
the Opposition, to alter this system of collecting annuities 
was summarily rejected on its introduction ; so the farmers 
must continue to receive a not entirely undeserved castiga- 
tion from the stick which they cut to beat themselves with 
when they first returned Mr. de Valera to power. 
Fortunately, the attempt to resist collection of the land 
annuities by blocking roads and cutting telegraph wires 
and railway lines has abated and almost ceased. The 
Military ‘Tribunal has encouraged this process by dealing 
mercifully but justly with the persons convicted of these 
offences. The Irish Republican Army continues, however, 
to furnish sufficient material for the exercise of the Tri- 
bunal’s powers. Its most outstanding exploit during recent 
months, apart from assaults on unprotected Blue Shirts 
and members of the new Volunteer Force, has been the 
kidnapping of Mr. P. J. McEnery, B.L., who has been 
recently engaged in prosecuting its braves before the 
Military Tribunal. Mr. McEnery was seized in the 
approved fashion after dark near his home in the Dublin 
suburbs and conveyed by motor to a place outside Arbour 
Hill barracks, where the Tribunal sits, and there tied to a 
railing and covered with tar. The I.R.A. has also been 
responsible for interference with collectors on Poppy Day, 


* See Tue Rounp Taste, No, 92, September, 1933, p. 872, 
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and for a serious disturbance in a Dublin cinema, where a 
a picture of the wedding of the Duke and Duchess of Kent 
was being shown. Organised rowdyism of this kind is in 
reality the best form of propaganda against republicanism 
and its boy friends. 

Meanwhile the relations between the I.R.A. and the 
Government have not improved. Quite recently some 
members of the I.R.A. on trial before the Military Tribunal 
did not hesitate to describe Mr. de Valera as a renegade, 
and others created a hostile disturbance when he visited 
the Christmas Fair of the Gaelic League. Their newspaper, 
An Phoblacht, points out that the removal of the Oath 
makes no difference to the illegality of the Free State 
Parliament, that Mr. de Valera is continuing Mr. Cos- 
grave’s policy of coercion, and that the recent trade agree- 
ment with Great Britain proves that his Government have 
definitely accepted the Treaty. It denounces them for 
having violated the trust they received from the people at 
the last election, and claims that Mr. de Valera’s industrial 
policy is based on capitalism in alliance with British 
imperialism. ‘The whole policy of the extreme republican 
element is, in fact, becoming more and more communistic 
and anti-capitalist, its aim being to outbid Mr. de Valera 
for the support of the working class and small farmers. 
The official Labour party has, however, refused to be cap- 
tured by the communist element. At its annual conference 
in October it passed a resolution declaring that the aim 
of the movement must continue to be the establishment of 
a just social order based on Christian teaching, and express- 
ing opposition to any attempt to introduce anti-Christian 
communistic doctrines into the movement. 

The Catholic Bishop of Waterford, Dr. Kinnane, in an 
address on January 6 concerning the dismissal of a primary 
school teacher named Edwards, denounced the I.R.A. as a 
sinful and irreligious society which it was a mortal sin for a 
Catholic to belong to or co-operate with, and stated that 
the republic which it envisages was a socialist one on the 


379 





Ireland : The Shadow of a Republic 


Russian model. It was, he said, more dangerous than the 
communistic organisation called the Republican Congress, 
because there was a certain patriotic glamour attached to 
its name. To this condemnation the “ Army Council” 
of the I.R.A. replied that through all the long struggle 
for freedom the Irish Catholic hierarchy had thrown the 
weight of their authority and influence on the side of the 
enemies of Ireland, and challenged him to state in what 
way the aims and constitution of the I.R.A. were sinful. 
The Bishop retorted by quoting from their official public 
pronouncements in proof of his assertions. Strange to 
say, he did not refer to the most important moral reason 
for condemning them, namely, that they are an armed 
organisation whose avowed object is the overthrow of the 
legitimate government of the country. It is time, however, 
that the Catholic hierarchy as a whole again defined their 
attitude to these organisations, as the hair-splitting casuists, 
with whom this country is cursed, maintain that the pre- 
vious condemnation was the result of false information 
given them during the Cosgrave régime. 

Even in the extreme republican ranks harmony is not, 
however, complete ; for Miss Mary MacSwiney, with the 
consistency of a Casabianca, worthy of better things, has 
resigned from the Sinn Fein organisation, that rearguard 
of undiluted republicanism, because its annual conference 
sanctioned the acceptance by members of salaries and 
pensions from what she describes as “a usurping British 
Government in this country.” It will be difficult, perhaps, 
for outsiders to recognise Mr. de Valera’s Government 
under this disguise, but it may bring home to them the 
ramifications and absurdities of Irish politics. Anyhow, 
poor Miss MacSwiney, as a party of one, has now reached 
a complete reductio ad absurdum. Another amusing exam- 
ple of our political mentality is afforded by the conduct of 
the mayor and corporation of Drogheda, who have decided 
that they can no longer wear their few remaining official 
robes because their colour is “ England’s cruel red,” 
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and are therefore about to supply themselves with new 
garments of pure unadulterated green at the ratepayers’ 
expense ! Comment would spoil this delightful incident. 


IV. ConstiruTionaL DEVELOPMENTS 


HE Supreme Court has now decided* by a majority 

that our Constitution, at least for the present, is 
elastic, and that our Parliament, or what remains of it, 
may alter it as it sees fit. The Constitution can therefore 
be amended, until 1938, without a referendum, and Parlia- 
ment can extend that period if it so decides. It follows 
from this decision that the Military Tribunal, whose 
existence was impugned on the grounds that it was created 
by an Act amending the Constitution without a referendum, 
is a legally established body, and that the other alterations 
in the Constitution, such as the abolition of the oath of 
allegiance, which have been made since the time for altering 
the Constitution by Parliament alone was extended, are 
also valid. 

Chief Justice Kennedy, who was one of the Government’s 
legal advisers at the time the Constitution was originally 
drafted, held in a minority judgment that the Constitution 
(Amendment No. 16) Act of 1929, purporting to extend from 
eight to sixteen years the period during which the Constitu- 
tion could be amended without a referendum, was ultra vires, 
and that therefore all amendments in the interval, including 
the setting up of the Military Tribunal, were ultra vires. 
In his view the only power of amendment of the Constitu- 
tion, after the expiry of the term of eight years on Decem- 
ber 6, 1931, was given by the constituent assembly to the 
two Houses of Parliament and the people together. He 
held, therefore, that the erection of the Military Tribunal 
was wrong in origin and inception, and that it was an 

* State (Ryan and Others) v. Governor of Arbour Hill Barracks. See 
Tue Rounp Taste, No. 96, September, 1934, pp. 834 e¢ seq. 
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instrument that might conceivably be used against all 
principles of natural law. The extent of its powers in 
jurisdiction, and its capacity to inflict punishment, were 
staggering, and the title of the statute creating it, “ the 
Public Safety Act,” was misleading. The Act was counter 
to the accepted principles of law, was an exercise of judicial 
power by the Executive, and could be put in operation in 
times of peace when the ordinary courts of the land were 
unembarrassed. 

Whatever be the legal merits of the matter, if the decision 
of the Court had been in accordance with the view taken 
by the Chief Justice a very serious constitutional situation 
would undeniably have arisen, a situation which might 
indeed have led the Government to override the legal 
position and ignore the decision of the Courts. Mr. 
Justice Fitzgibbon and Mr. Justice Murnaghan, who gave 
the majority decision in the matter, may thus be said 
to have tempered valour with a wise discretion, and to have 
applied the dictates of common sense to a dangerous 
situation by interpreting the Constitution liberally in 
accordance with its own terms. 

As a result of this decision the Senate is bound to come to 
an end next November, unless Mr. de Valera changes his 
mind in the meantime. ‘The recent election to that body 
resulted in the return of 10 Fianna Fail, or Government, 
nominees, 7 Independents, and 6 followers of United 
Ireland. This leaves the Opposition with the slender 
majority of two. The outgoing Chairman, Mr. Westropp 
Bennett, was only re-elected by the casting vote of the 
Chairman. Mr. Michael Comyn, K.C., a Fianna Fail 
member, was elected Vice-Chairman. 

It is somewhat ironical to reflect that the actions for 
which the Senate incurred the wrath of Mr. de Valera, 
namely, the passage without amendment of the Act 
creating the Military Tribunal at the request of the Cos- 
grave Government, and the suspension of the Bills to 
abolish the oath of allegiance and the wearing of Blue 
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Shirt uniforms, have all materially benefited his own 
Government. Nothing is more certain than that 
they could not govern the country for a month without 
the assistance of the Military Tribunal; for juries have 
repeatedly refused to convict in political cases of the 
clearest kind, and the powers conferred on the Tribunal 
are, in spite of the views expressed by the Chief Justice, 
essential for the proper government of this peculiar country. 
Again, by postponing the abolition of the oath of allegiance, 
the Senate accustomed English public opinion to a situation 
which might well have led to a more serious breach between 
the two Governments ; and, by suspending the Bill for the 
suppression of the Blue Shirt uniform, they prevented that 
organisation from attaining the certain popularity that in 
Ireland always follows political suppression. If the Govern- 
ment had had its way in this respect, General O’Duffy, 
instead of now being a very discredited politician, would 
probably be a popular hero enjoying the amenities of the 
prison in Arbour Hill barracks. 

Another important constitutional question affecting the 
Free State has been raised before the Judicial Committee 
of the Privy Council.* It concerns the validity and effect 
of the Constitution (Amendment No. 22) Act, 1933, which 
purports to abolish the right of appeal from the Supreme 
Court of the Free State to the Judicial Committee. In 
these proceedings the Free State Government has not ap- 
peared. Counsel for the appellants, who are the owners of 
a fishery in the tidal waters of the River Erne, argued that 
the Statute of Westminster did not extend the legislative 
powers conferred by the Free State Constitution ; that the 
power to repeal an Act of Parliament did not entitle the 
Free State legislature, under the guise of merely altering 
the law of Ireland, to destroy the Treaty, which was special 
to Ireland; further, assuming the power to override the 
Treaty, and assuming that the Statute of Westminster 


* Moore and Others v. Attorney-General of the Irish Free State and 
Others. See Tue Rounp Taste, No. 96, September, 1934, p. 838. 
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did extend the legislative power, did it extend that power 
so far as to include a different subject matter—namely, the 
royal prerogative ? The Judicial Committee decided to 
adjourn the hearing until a similar Canadian case comes 
up for argument, so that both sides of the question may be 
presented before them. 


V. Economic PortTenTs AND PRroBLEeMs 


HE trade returns for the twelve months ended 

December 31, 1934, furnish striking evidence of the 
need for the new trade agreement with Great Britain. 
In that period, imports were £39,065,849, and exports 
£18,604,531, leaving an adverse trade balance of (20,461,318, 
the highest ever recorded. Four years ago the adverse 
trade balance was only {11,000,000 on a total trade of 
£102,000,000. The absurdity of our attempts to trade 
with countries outside Great Britain is once more re- 
vealed. Imports from Germany amounted to {£2,277,670, 
and exports to £135,387! The United States sent us 
£1,863,000 worth of goods, and took from us £122,073. No 
wonder Mr. de Valera’s paper, The Irish Press, points out 
to foreign countries that they have only themselves to 
blame if we revert to our bad habits of purchasing English 
coal because England buys our produce. As compared with 
1933, total imports from “ other countries ” increased by 
£2,236,214, and exports to them by (22,708! These 
figures, of course, take no account of invisible exports and 
imports, but, after taking these into consideration on the 
most liberal basis, there must be a real adverse balance of 
£5,000,000 at the very least, which Government apologists 
suggest is only temporary and is largely accounted for by 
the imports of machinery, plant, and equipment for the 
new factories. Meantime the creation of these factories 
is encouraged by a flood of tariffs, which seem to be enacted 
as quickly as the government printing press can print the 
necessary orders. The latest of them cover a multitude 
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of sins, ranging from lipstick and face powder to copper 
tubing. 

The net result of the Government’s economic policy is 
made clear, however, by the fact that the Free State 
producers, taxpayers and consumers, through bounties, 
import duties, and British duties, have suffered losses of 
£11,652,354 in 1933-34, as compared with 1930-31, the last 
year under the Cosgrave Government. Nor can our falling 
trade be attributed to world depression, as is sometimes 
suggested, because the other four Dominions have steadily 
increased their exports to Great Britain during the same 
period. The aggregate value of their exports to the United 
Kingdom in 1933 exceeded the figure for 1931 by 
£17,019,849, whereas over the same period the value of 
Free State exports to the same destination declined by no 
less than £18,763,331. Moreover, in spite of the Govern- 
ment’s determined attempts to develop industry, there has 
been a steady growth in unemployment, the total on the 
register in the middle of January being 135,131, compared 
with 88,789 a year ago. The stoppage of emigration, of 
course, is responsible for at least 15,000 of this increase. 

Another interesting and, perhaps, inevitable result of 
the Government’s economic policy is exposed in the report 
of the Prices Commission on the now practically self-con- 
tained and completely protected flour trade. On the facts 
examined the Commission were satisfied that three price- 
fixing groups of millers in Dublin, Cork, and Limerick 
represent a combination for interference with free com- 
petition, and that the price payable for imported wheat is 
capable of manipulation by suppliers, and is subject to 
influence by speculators. They recommended that the 
purchase of wheat should be controlled by the State, that 
the cost of wheat to the miller should be fixed by state 
authority, and that the large port mills earning big profits 
should be required to pay a levy on all profits above Is. 4d. 
a sack, sufficient to raise the net profit of small country 
mills to that amount. The period of three months on 
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which the Commission based their criticism was far too 
short to give accurate results in such a speculative industry ; 
moreover, the whole industry was in a state of flux owing 
to the Government’s policy, and the new mills had not yet 
gone into production. ‘This condition of things has now 
altered, and the millers calculate that when all the new 
mills are in operation the country will be over-milled, and 
that the natural competition which will then exist will 
materially reduce their profits. The Government are well 
aware of these obvious facts, and Mr. Lemass, the Minister 
for Industry and Commerce, has, in fact, announced that 
they will not carry out the Commission’s recommendations. 

The system of licences under which the cattle trade is 
now operating is another monopoly which has also led to 
considerable abuse. In a broadcast address last November, 
the Minister for Agriculture, Dr. Ryan, declared he was 
satisfied that the prices paid by shippers to farmers were 
much too low, and had resulted in abnormal profits, while 
the producers were not receiving anything approaching 
the proper value of their stock. He would, he said, have 
no hesitation in refusing to give licences to shippers who 
had failed to abide by their undertakings to pay the prices 
fixed under the Slaughter of Cattle Act* in respect of cattle 
for home consumption. A few days later Mr. Twomey, 
the Secretary to the Department of Agriculture, addressed 
a meeting of cattle exporters in Dublin in even stronger 
terms. He said that, as a result of the British tariffs, 
there was a large surplus of cattle in the country, and buyers 
had not hesitated to grasp their advantage. Not content 
with normal profits, or with double normal profits, they 
had been exacting from the trade such a profit that producers 
of cattle had been subjected to very serious losses and 
simply could not carry on. A large number of the cattle 
exporters had flagrantly broken their undertakings to pay 
the fixed price of 25s. a cwt. live weight. If necessary 
to stop such practices, the Minister was prepared to place 


* See Tue Rounp Taste, No. 97, December, 1934, p. 164. 
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the whole cattle export trade under a government trading 
body. 

This extraordinary and almost hysterical confession of 
failure effectively to regulate or control the cattle trade 
exporters is another indication of the hard realities which 
the Government have to face, and which no amount of 
state interference can really remedy. The free beef 
scheme has been in operation since November 26, and is, 
of course, a great boon to many poor families, but the 
butchers are thoroughly displeased with the price of 5d. 
a lb. allowed them under the Act, and, by way of com- 
pensating themselves, have raised the prices paid by the 
ordinary consumer—who, in his capacity as taxpayer, will 
also have to pay for the Government’s magnanimity. 

The impoverished condition of the farmers is also 
reflected in the state of the collection of local rates. On 
September 30 last, only 3 per cent. of the total rates had 
been collected by the county councils, as compared with 
12 per cent. in 1933, with 19 per cent. in 1932, and with 
27 per cent. in 1931. As much as {1,142,718 was still 
uncollected at the end of the last rate year, in March, 1934. 

But it would be foolish to argue from these facts that the 
Free State is on the point of economic collapse. The pro- 
cess is rather one of slow and steady degradation, and in the 
big cities, where trade was quite brisk at Christmas time, 
no very serious effects are yet felt. The Government, by 
locating some of the new factories in the country towns, is 
endeavouring to ease the situation its own folly has created, 
but this process has naturally led to jealousy and complaints, 
as there are not enough factories to go round. It is also 
well to remember that our national financial position is 
extremely sound, our public debt being one of the lowest 
in the world. The direct liabilities of the State at the end 
of the last financial year amounted to £44,523,000, but 
there are offsetting assets estimated at £27,495,000, so 
that the net direct public debt is only £17,027,000, a 
figure little more than half of one year’s revenue, and repre- 
senting a debt charge of only {5 12s. 11d. per head of 
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population. Our banks are also in a very sound position, 
although their sterling assets have fallen during the last 
year from {92,000,000 to {£77,000,000. This fall is due 
to the repatriation of large American deposits sent here for 
safe keeping during the American financial crisis, to the 
increased purchase of English industrial securities by the 
banks’ customers, and to the necessity for financing the 
increased excess of imports over exports. But the foreign 
credits held by the Free State are substantial, and in no 
immediate danger of being exhausted. 

The Minister for Finance has now appointed the long 
expected Commission* to inquire into currency and banking 
problems. It is an extremely large and heterogenous body, 
consisting of one Catholic bishop, five university professors, 
including Professor Gregory, Professor of Banking in 
London University, four prominent government officials, 
two trades union officials, two farmers, two business men, 
Mr. Jacobsen, Economic Adviser to the Bank of Inter- 
national Settlements, and last but not least three Irish 
bankers. It has been somewhat unkindly suggested that 
the last ingredient is necessary because one cannot make 
omelettes without breaking eggs. Mr. Joseph Brennan, 
the extremely competent chairman of our Currency Com- 
mission, will preside over the inquiry. The Commission 
will have to deal with the present situation in the currency 
and banking sphere, and to consider the desirability of 
establishing a central bank to carry out an appropriate 
currency and credit policy for the Free State. The 
excellent reports made by the Banking Commission of 1926, 
and the subsequent carrying out of their recommendations, 
which, in effect, anchored our new currency to sterling, no 
doubt require re-examination in view of the altered con- 
ditions, but it is to be hoped that no serious departure will 
be made from the sound and conservative principles on 
which they were based. 

The Irish Free State. 

February, 1935. 


* See Tue Rounp Taste, No. 96, September, 1934, p. 849. 
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I. Caprratism Unper Fire 


HE fate of the Conservative Government at the 

coming federal elections will largely depend upon the 
reception accorded to the measures it must put forward to 
deal with the abuses disclosed during its inquiry into 
Price Spreads. Until recently, public opinion has favoured 
the Opposition, Liberals having been returned with con- 
siderable majorities in provincial elections and in by-elec- 
tions for federal seats. ‘The man-in-the-street, on whom 
the burdens of the depression have fallen more heavily 
than upon the industrialist and the financier, seems to have 
blamed the Government for his distress, and to have felt 
that the tariff, and an inadequate control of “ big business,” 
were the causes of his sufferings. The Liberals offer to put 
things right by lowering the tariff. Mr. Bennett, leader 
of the Conservative party, promises to reform the economic 
system, and to subject business to regulation by govern- 
ment. The approaching election will probably be fought 
on these issues. 

The Price Spreads inquiry was the immediate cause of 
the swing of the Conservative party to the Left. It arose 
out of complaints that monopolies or dictatorships in 
business used their power to depress prices of primary and 
other commodities to a very low level, and to push wages 
down until they afforded only the barest standard of sub- 
sistence. Mr. H. H. Stevens, formerly Minister of Trade 
and Commerce, took public notice of these complaints in a 
speech he delivered a year ago, in which he criticised in the 
most vigorous terms the corporations that were alleged to 
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have misused their power. The Prime Minister seems to 
have been influenced by the protests he received from 
some of the corporations so indicted ; for he took exception 
to the remarks of his Minister, who resigned on January 19, 
1934. Further discussions, however, led to a withdrawal 
of the resignation, which was kept secret until October. 

The outcome of Mr. Stevens’ speech was the constitution 
of a Select Committee of the House of Commons to inquire 
into the effects of mass buying. It investigated the con- 
ditions under which business was carried on by departmental 
stores, meat packers, canners and tobacco manufacturers.* 
It sat until the end of the session, but as its work was not 
then finished arrangements were made for it to continue 
the inquiry at a later date as a Royal Commission. 

A few weeks after the close of its sittings, the country 
was startled by the publication in pamphlet form of a 
speech made by Mr. Stevens to a study group of Conser- 
vative members of Parliament. It was brutally frank, and, 
in the opinion of some people, somewhat indiscreet and 
not wholly accurate. In it the Minister reviewed the 
evidence presented to the Committee. He castigated the 
investment bankers for the way in which they had re- 
financed and over-capitalised old and sound Canadian 
businesses; he declared some of the mergers they had 
brought about to be bankrupt, mentioning one or two by 
name; he spoke of the low wages paid to the workers, and 
gave details of the excessive salaries enjoyed by men in 
executive positions in the companies under investigation. 
The pamphlet was reprinted in full by daily newspapers in 
Winnipeg and Vancouver, but prompt action by the Prime 
Minister prevented further publicity. He remonstrated 
with Mr. Stevens, apparently with satisfactory results, as 
no further reprints appeared in the daily press, and nothing 
more was heard from either side until October, when the 
Minister said he had merely corrected the record made 

* For further particulars of the work of the Committee see Tut Rounp 
Taste, No. 95, June 1934, p.630. 
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of his address so that it could be mimeographed and cir- 
culated among the members of the study group. 

As a result of the publication of the pamphlet further 
complaints were made to Mr. Bennett, and a constant 
stream of open and veiled criticism of Mr. Stevens and his 
actions appeared in the press. The feeling he had stirred 
up led to his resignation; for in the autumn, following 
Cabinet consideration of the situation, he was asked to 
make a statement at the opening meeting of the Royal 
Commission on Price Spreads, of which he was to be chair- 
man, “indicating the circumstances under which the 
pamphlet came into being, and expressing regret for any 
injury that such mis-statements had caused to the reputa- 
tion of any individual or business, and also indicating that 
the Commission would afford complainants every oppor- 
tunity to refute such mis-statements.” Mr. Stevens refused 
to do this and tendered his resignation, which, on this 
occasion, was accepted. 

It was immediately apparent that the man-in-the-street 
viewed his resignation as a victory for the powerful in- 
dustrial and financial interests, for a rousing welcome was 
given to the ex-Minister whenever he spoke in public. 
His audiences filled commodious halls, and loud speakers 
had to be provided for overflow meetings. Mr. Stevens 
still professes allegiance to the Conservative party, and, 
although he remains impenitent about his actions and 
pronouncements, rumour now has it that some important 
field of work will be found for him. 

On October 30 the Royal Commission on Price Spreads 
began its sittings with Mr. Stevens as an ordinary member. 
The Commission has examined the practices of many 
trades—chain stores, millers, manufacturers of farm im- 
plements, the textile, canning, fish and livestock trades. 
The evidence tells of hardship and change ; low wages to 
workers and low returns to small producers, high salaries 
and bonuses to officials of the large corporations, and, in 
many cases, good profits in spite of the depression. These 
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conditions are ascribed in part to over-capitalisation, 
excessive productive capacity, mergers (there were 120 
between 1922 and 1930, involving the merging of 550 
concerns) ; to “ the concentration of merchandising total- 
ling annually vast millions of dollars in a relative handful of 
organisations”; and to the rapid growth in the past 
decade of chain stores, which now account for a quarter 
of the retail sales and are to be found in more than twenty 
trades. The Commission is hastening its examination because 
the Government is anxious to have a report and recom- 
mendation to lay before Parliament in the present session. 

What the Commission will recommend is still a matter 
of conjecture. It will have to take account of the limita- 
tions imposed on federal action by the British North 
America Act, and it must profit by the experience of other 
countries in dealing with similar problems. But the Prime 
Minister has already indicated, in clear though general 
terms, his intention of putting an end to the abuses that 
the inquiry has disclosed. 

His intention to do this has been stated in a series of five 
radio addresses delivered at the beginning of January, i in 
which he declared for a reform of the economic system. 
This, he said, “means government intervention. It means 
government control and regulation. It means the end 
of laissez-faire.” On this policy he stakes his political 
future. He claims that the Government has begun to 
reform economic conditions through legislation which it has 
already enacted, to enable the farmer to settle debts by 
voluntary agreement with his creditors or by arbitration, 
to assist him with long- and short-term credits, and to 
help him to market his products more profitably under the 
provisions of the Natural Products Marketing Act; and 
through the creation of the central bank. He promises to 
establish unemployment insurance, a new old age pension 
system, health, sickness and accident insurance, minimum 
wages and maximum hours of work for the whole Dominion, 
a Ministry of Communications and a National Economic 
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Council. He spoke of the Price Spreads inquiry, and 


undertook, when the report is received by the Government, 
to invite Parliament to take action in accordance with the 
Commission’s recommendations. He promised “to see 
fair play between producer and consumer, between industry 
and the public.” ; 

He made no mention of any intention to amend the 
British North America Act, although much of the legisla- 
tion he proposed could not easily be made effective without 
constitutional change. If Mr. Bennett does not con- 
template amendment, he will have to get the results he 
hopes for by circuitous means. 

The country has been stirred by the Premier’s pro- 
gramme of action and by the vigorous manner of its pre- 
sentation, but many people are reserving judgment on it 
until more is known about the manner in which business 
is to be regulated. Surmise, of course, is prevalent. It 
has been suggested that the legislation contemplated will 
follow the lines of the Natural Products Marketing Act, 
which provides for the regulation of the time and place of 
marketing of natural products by a local board selected by a 
majority of the producers and working under the super- 
vision of the Dominion Marketing Board—or, if no local 
board is voluntarily set up, by a board organised directly by 
the Dominion Board. This Act embodies two principles, 
one explicit, the other implicit. Despite the continued 
existence of anti-trust laws, it encourages and may even 
compel combination for the purpose of orderly marketing, 
which necessarily means the restriction of competition, the 
establishing of common prices, and regulation of the 
volume of supplies that may be put on the market. It 
represents the beginnings of self-government in economic 
life, a self-government by majority rule because, under the 
Act, a dissentient minority must conform to the orders of 
the local:board. As, however, combination or self-govern- 
ment for the purposes stated may result in exploitation of 
the consumer, the Government must take steps to prevent 
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it. There is no clear indication in the Act that this 
essential duty is recognised; for, although part II pro- 
vides for investigation to determine whether “spreads” 
(i.e., commissions, or charges for storage, processing, etc.) 
are unduly high, and imposes substantial penalties if they 
are, neither Government nor Board is given explicit 
authority to prevent the local boards from exacting excessive 
prices. No doubt a threat to dissolve the local board would 
act as a deterrent, but this indirect method is a poor sub- 
stitute for a simple and immediate form of control. 

If this Act is to be used as a model for the better ordering 
of industry and commerce, some other means than any that 
it provides must be found for preventing abuse of the 
power over prices that combination or self-government 
will bestow. With this consideration in mind, one may 
attempt to forecast the general character of any legislation 
that may be proposed. Regulation of industry may be 
conducted by a federal Board or Commission, having 
power, of its own initiative or upon petition by a specified 
number of persons, to inquire into the practices of any trade. 
If it should find monopoly, dictatorships, or combinations 
in existence, it might recommend either that they be 
allowed to continue under such conditions as it approves, 
or that they be dissolved and effective competition restored. 
If an industry or trade should desire to form an asso- 
ciation or combination for the regulation of its practices, the 
Commission would inquire into the circumstances and 
recommend the approval, modification, or rejection of the 
proposals. And, in a limited number of cases, it might 
be desirable for the Commission to recommend com- 
pulsory association or combination in order to prevent 
ruinous competition or the wasteful duplication of services 
or plant. In the early stages of the experiment in industrial 
self-government, the responsibility for instituting it would 
probably rest with the Government or Parliament, and 
the powers of the Commission would no doubt be restricted 
to inquiry and recommendation. 
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On the other hand, in recommending to the Government 
the approval and authorisation of monopolies, dictatorships, 
or combinations, and the non-enforcement of anti-trust 
laws against them, the Commission would have to propose 
means by which they could be prevented from exploiting 
the public. Price regulation would be out of the question, 
because no single body of men could deal effectively with 
the multifarious and varied prices of industry, as the 
experience of the United States under the N.R.A. has 
amply shown. Moreover, price regulation by the Federal 
Government would be unconstitutional unless the British 
North America Act were amended. Another means 
must therefore be sought. It may possibly be found in 
the power of the Federal Government to levy taxes of 
any kind. It has been suggested that monopolies, industrial 
dictatorships, and combinations which have been declared 
free from prosecution under the anti-trust laws should 
be subjected to excess profits taxation. The real invest- 
ment in effective plant and capital should be valued; 
the earnings of the industry over a number of years should 
be examined ; a rate of earnings and reserve based on this 
experience should be allowed to go free of taxation ; and 
anything beyond should be made liable to heavily graduated 
excess profits taxation. It is argued that, as no one is 
anxious to pay taxes to Government, taxation of this sort 
would keep prices at a reasonable level,* and remove or reduce 
the incentive to beat down wages toa low level, because little 
or no advantage would accrue to the employer if this were 
done. It is also claimed that purchasing power for con- 
sumers’ goods would be increased, and that over-expansion 
of plant induced by excessive profits during a boom would 
be checked. 

Warrant for the conjecture that this may be the pro- 
gramme adopted by Mr. Bennett is to be found in the 


* Of course this argument deals with the relations between specific prices 


and not with fluctuations in the general price level, which form a monetary 
problem, 
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precedent of the Natural Products Marketing Act, and in 
his promise to regulate business. Regulation must include 
control of prices or profits. Without constitutional change 
the former is impossible, hence it seems valid to assume 
that the policy of the Government must include some means 
to regulate profits. 

The business men of the country will regard a policy 
of this sort with mixed feelings. Like their fellows in the 
United States, they are anxious—as witnesses before the 
Price Spreads inquiry have urged—to secure a repeal of the 
laws against combination in order to put an end to ruinous 
competition and the building of surplus productive capacity, 
but they will not readily agree to a control of profits. If 
the Government insists upon this control, some business 
men may withdraw their support. On the other hand, if 
it should compromise and fail to make provision for 
adequate control, it will lose the votes of a large number 
of people who feel that their welfare has been already 
sacrificed for the advantage of vested interests. 

As yet the Liberal party at Ottawa has taken no stand 
on the regulation of industry, although Liberal Govern- 
ments of several provinces have shown themselves to be 
in favour of it. Some of them have passed Acts similar to 
the N.I.R.A.; the provinces of Ontario and Quebec regulate 
the conditions of sale and the price of milk; and Nova 
Scotia licenses dealers in gasoline and regulates its price. 
Nevertheless, it is believed that the attitude of Mr. 
Mackenzie King, the leader of the national Liberal party, 
will be unfavourable ; for, to the disappointment of some 
of his followers, he has already denounced the Marketing Act. 
This assumption is supported by a press report of the annual 
meeting of the National Liberal Federation, which said : 


On Price Spreads the discussion was not as clear. It is evident 
the Liberal party will not seek to invade provincial jurisdiction with 
respect to control of industry, wages, hours of labour and the like. 
There will be no government fair trade councils with arbitrary power 
to control Price Spreads. 
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Should this forecast prove correct, the party would have 
to meet the charge of inconsistency ; for it may be argued 
that, if the Liberal Governments of the provinces find it 
wise to regulate local businesses in order to prevent the 
evils of ruinous competition or of exploitation by mono- 
polies, it must also be wise to regulate economic actitivies 
that are national in scope in order to deal with the same evils. 

If, as a consequence of the inquiry into Price Spreads, 
self-government in economic life, coupled with social 
control of profits or prices, becomes a major issue in 
Canadian politics, a re-alignment of party allegiance may 
ultimately be looked for. On one side will be found those 
who believe that the economic responsibilities of govern- 
ment should be mainly restricted to the encouragement of 
self-government in industry, and tothe institution of forms 
of control that will ensure efficient management and equit- 
able treatment for all; while on the other side will be 
those now represented by the C.C.F.,* a party still small 
in numbers, who think that Government should own and 
operate all means of production. It may be some time 
before this re-alignment comes about, for individualists 
and supporters of Jaissez-faire are still numerous ; but if 
the integration of business in Canada proceeds at the pace 
it has followed in recent years, their philosophy may soon 
become antiquated and their numbers insignificant. 


II. Tue Maritime Provinces AND THE TARIFF 


HE report of the Royal Commission appointed by 

the Government of Nova Scotia, which was recently 
published, brings once again before the people of the 
Dominion the thorny problem of the economic and political 
position of the maritime provinces. The report, and its 
accompanying volume, which is a brief prepared for the 
province, provide a careful study of the historical relations 


* Co-operative Commonwealth Federation. 
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of the maritime provinces and the Dominion, together 
with a statistical analysis of the present situation. 

The term “ maritime provinces ” has been restricted by 
Canadian usage to Nova Scotia, New Brunswick and Prince 
Edward Island, three neighbouring provinces on the eastern 
seaboard of Canada, whose inhabitants number slightly 
less than one-tenth of the total population of the Dominion. 
Both French and English settlement in what is now Canada 
had its beginning in Nova Scotia; and in the racial strains 
that have persisted in their population the maritime pro- 
vinces present a mosaic of the history of the colonial 
rivalries and forced migrations of the eighteenth century. 
In spite of basic similarities, each of the three provinces 
has persistently retained its individuality and separate 
political existence. There have been frequent proposals 
to reunite them, but these have foundered always on the 
rock of traditionalism and of the sentimental associations 
that have gathered about their development as separate 
political entities. 

The geographical position of the provinces has been a 
decisive factor in determining the strength and weakness 
of the economic and cultural ties that bind them to the 
Dominion. Before confederation their chief communica- 
tion with Upper and Lower Canada was by sea, and this 
means of intercourse was only available during seven months 
of the year. As a consequence they enjoyed much closer 
and more continuous relations with the New England 
states and Great Britain than with the other provinces of 
British North America. Confederation brought railway 
communication with the provinces on the St. Lawrence but 
did not remove the less tangible barriers between the two 
communities. The project of federation aroused bitter 
opposition as well as considerable enthusiasm among the 
people of the maritime provinces. The opposition was 
shown in the vigorous repeal movement in Nova Scotia 
and the tardy entrance of Prince Edward Island into the 
Dominion. 
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At intermittent periods since confederation the maritime 
provinces have shown a marked disposition to reconsider 
their economic position and political influence within 
the constitutional and fiscal framework of the Dominion. 
This has been a natural reaction to their failure to march 
abreast of the other provinces in economic development 
and growth of population. The decline of wooden ship- 
building was not followed, as it was in other countries, by 
a diversion of labour and capital into the building of steel 
ships. Nor did manufacturing develop to any marked 
extent after the adoption in 1879 of the national policy of 
protection. Higher tariffs emphasised the advantages of 
the central provinces of Ontario and Quebec as manu- 
facturing and distributing centres. At the same time 
the tariffs imposed handicaps upon the maritime provinces 
in respect of both internal and external trade. The one 
definite advantage conferred upon Nova Scotia was the 
duty on foreign coal, which gave the assurance of a Canadian 
market for coal mined in the province. With the com- 
pletion of the Canadian Pacific Railway and the rapid 
expansion of population on the prairies a fresh impetus was 
given to the manufacturing industries of the east. The 
maritime provinces participated in this era of expansion 
only so long as the manufacturers of Ontario and Quebec 
were unable to meet the rapidly growing demand that 
had been induced by active colonisation and railway 
construction. The geography of the Dominion and the 
distribution of its population along a narrow corridor of 
settled territory running east and west, with the greatest 
density at the centre, made it inevitable that a fiscal policy 
designed to encourage production for the home market 
would accentuate the geographical advantages of the central 
portion of the Dominion in supplying the needs of eastern 
and western Canada. ‘The result has been, since the turn 
of the present century, a progressive concentration of 
manufacturing activity in Ontario and Quebec, and a fairly 
steady decline of manufacturing in the maritime provinces. 


399 





Canada 


This would not have caused undue apprehension if 
there had been a compensating development in other 
directions which would absorb an expanding population. 
The primary industries, however, obliged to look very 
largely to export markets, were placed under serious 
handicaps by the protective tariff. As a result, agriculture, 
fishing and lumbering were unable to offer remunerative 
employment for even the natural increase of the native 
population. The consequence has been a_ persistent 
migration from the maritime provinces to the United 
States and to the more populous and industrialised sections 
of the Dominion. This failure to maintain a rate of increase 
of population comparable to that of the other provinces 
brought with it a diminution of influence in the Dominion 
Parliament. In 1875 the maritime provinces were repre- 
sented by 43 members in a House of Commons which 
numbered 206. Under the last Redistribution Act their 
representation was reduced to 26 in a House of 245. An 
amendment of the British North America Act enacted in 
1915 provides that under no circumstances shall the repre- 
sentation of a province in the House of Commons be 
reduced below its fixed representation in the Senate. 
Prince Edward Island and New Brunswick have now 
reached this minimum. It appears likely that Nova 
Scotia will do so after the next decennial census. ‘The last 
census, that of 1931, showed an absolute loss of population 
in Nova Scotia and Prince Edward Island. 

It was not unnatural that leaders of political thought in 
the maritime provinces should contrast their position in 
the Dominion with the position they had once held as 
separate colonies. It was at least plausible to argue that 
they would have enjoyed a greater prosperity had they not 
united with the larger provinces on the St. Lawrence to 
form the Dominion in 1867. ‘The severe economic de- 
pression that followed the close of the war, and the failure 
of the maritime provinces to recover as quickly from this 
depression as other provinces, brought to a head a feeling 
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of discontent that had never been wholly dissipated since 
confederation. Out of this discontent there arose a 
Maritime Rights movement and the appointment by the 
Dominion Government of a Royal Commission on Maritime 
Claims in 1926. The Commission was instructed to 
inquire into representations that the maritime provinces 
had suffered from the failure to use maritime ports for 
Canadian trade, that they had been handicapped by the 
schedules of freight rates on railways uniting the maritime 
provinces with other provinces of Canada, that their 
economic interests had been prejudiced by the effects of 
tariff, immigration, and other economic policies adopted by 
successive Administrations at Ottawa, and finally that the 
Dominion had failed to implement certain pledges to under- 
take such measures and policies as would insure for the 
maritime provinces a satisfactory economic position in the 
Dominion. 

The Royal Commission on Maritime Claims was pre- 
sided over by Sir Andrew Rae Duncan, its other members 
being Canadians who had enjoyed a close association with 
the maritime provinces. Unfortunately it conducted its 
investigations for the most part during the bitter election 
campaign of 1926. ‘Tariff policy has always been a subject 
of controversy in Canadian elections. Possibly for this 
reason the Duncan Commission failed to make an extensive 
inquiry into the effects of Canadian tariff policy upon the 
economic interests of the maritime provinces. It is clear 
from the terms of reference that no restriction was imposed 
upon the freedom of the Commission to investigate any 
aspect of Dominion policy in its effects upon the maritime 
provinces. It can only be assumed, therefore, that the 
Commission determined that it would be unwise or im- 
practicable in the existing circumstances to emphasise this 
feature of the problem. This omission has to be men- 
tioned because of its connection with the more recent 
inquiry instituted by the province of Nova Scotia. 

The report of the Duncan Commission, presented shortly 
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after the general election of 1926, contained many impor- 
tant recommendations intended to remove long-standing 
economic disabilities of the maritime provinces. ‘They 
include, inter alia, a substantial reduction on all freight 
rates charged on traffic originating and terminating at 
stations in the Atlantic Division of the Canadian National 
Railways, and a proportionate reduction of the through 
rates on traffic from stations in the Atlantic Division to 
points beyond the maritime provinces. This was intended 
to insure a wider market in central and western Canada 
for products of the maritime provinces. Other recommenda- 
tions proposed an improvement in the transportation 
facilities from the mainland to Prince Edward Island, the 
more effective use of the winter ports of St. John and 
Halifax in the development of export trade, and additional 
assistance to the coal industry of Nova Scotia, through 
subventions on the transport of coal to central Canada 
and further subventions for coal used in the manufacture of 
coke. The Commission recommended that the Dominion 
should pay additional interim lump-sum subsidies of 
$875,000 to Nova Scotia, $600,000 to New Brunswick and 
$125,000 to Prince Edward Island, pending a complete 
reassessment by the Dominion Government of its financial 
arrangements with those provinces. 

On behalf of the maritime provinces, it had been sub- 
mitted that subsidies previously paid under the terms of the 
British North America Act and subsequent amendments 
were wholly inadequate, in view of the expanding responsi- 
bilities of provincial governments for the maintenance of 
social services, and of the inability of the maritime 
provinces to raise larger revenues without imposing higher 
rates of taxation than prevailed in other provinces. It 
was pointed out that whereas other provinces had received 
an addition to their territories through an extension of 
boundaries, the geographical position of the maritime 
provinces denied them this accession of potential wealth 
and population. It is evident that the Duncan Commission 
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did not base its recommendation for additional subsidies 
to the maritime provinces on a reckoning of specific claims 
made on their behalf, but that it made an arbitrary estimate 
of what they severally needed to balance their budgets 
upon the basis of their existing establishments. The 
crucial question of a revision of the principles upon which 
the financial relations between the Dominion and the 
provinces should be based was left to the Dominion to 
tackle at some later date. 

The more important recommendations of the Duncan 
Commission were implemented without delay by the 
Dominion Parliament and there was for a time a distinct 
improvement in the economic position of the maritime 
provinces, accompanied by a cessation of political agitation 
against confederation. This period, however, was brief. 
The prolonged depression which began in 1930 focused 
attention once more upon the basic economic causes of 
the failure of the maritime provinces to secure an adequate 
industrial and commercial development within the structure 
of confederation. In the meantime, the Liberals had been 
succeeded by a Conservative Administration at Ottawa, 
but neither Government had undertaken the reassessment 
of financial arrangements between the Dominion and the 
maritime provinces. For these reasons two new inquiries 
by Royal Commission were instituted during the past year, 
designed to improve the position of the maritime provinces 
and to clarify their relations with the Dominion. As a 
result of united action by the Governments of Nova Scotia, 
New Brunswick and Prince Edward Island, the Dominion 
Government appointed a Royal Commission, under the 
chairmanship of Sir Thomas White, to carry out the 
belated financial reassessment. This Commission is now 
proceeding with its investigations, which doubtless will 
continue over some months before a final report can be 
presented. Before it was appointed, however, Nova 
Scotia decided to undertake on its own behalf an exhaustive 
inquiry into the causes that had contributed to the decline 
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of industry and commerce in this province while it had been 
a member of confederation. 

In announcing the appointment of the Royal Com- 
mission of Economic Inquiry in Nova Scotia, the Premier 
of that province directed special attention to the omis- 
sion of the Duncan Commission to investigate the effect of 
Canadian tariff policy upon the maritime provinces. 
The new Royal Commission would, therefore, investigate 
and report upon (a) the effect of the fiscal and trade policies 
of the Dominion upon the economic life of the province; 
(b) the adequacy of present financial arrangements between 
the Dominion and the province in the light of their 
respective powers, obligations and responsibilities under 
the federal constitution; (c) any other matter affecting the 
economic welfare of Nova Scotia or its relation to the 
Dominion of Canada. Historically Nova Scotia had been 
foremost in the expression of misgivings regarding the effect 
of Dominion tariff policies upon its industry and commerce. 
These misgivings had indeed been the foundation of the 
repeal movement of 1868-69, in which John Bright had 
championed the cause of Nova Scotia at Westminster. 

As a pledge of sincerity and good faith in the prosecution 
of this inquiry the Premier of Nova Scotia, Mr. Angus L. 
Macdonald, announced that the personnel of the Com- 
mission would be so selected as to secure an impartial and 
authoritative verdict upon questions so vital to the future 
status and welfare of the province. Not a single member 
of the Commission was a resident of Nova Scotia. Its 
chairman was Professor J. H. Jones, of Leeds University, 
and its other members were Dr. Alexander Johnston, 
a Nova Scotian by birth who had served for many years as 
Deputy Minister of Marine and Fisheries in the Dominion 
Government, and Dr. Harold A. Innes, Professor of 
Economic Geography at the University of Toronto. The 
Commission’s report was published early in December. 
Upon the tariff question its answer was unequivocal. 
The tariff policy of Canada, it found, had tended to retard 
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the growth of the exporting industries of the province with- 
out providing adequate compensation in other directions. 
When, however, the advantages and disadvantages are set against 
each other we are definitely of the opinion that the fiscal policy 
pursued by successive governments has reacted injuriously upon the 
welfare of Nova Scotia. 

Its findings upon the financial arrangements between the 
Dominion and the provinces were equally significant. 
The principles of the original financial settlement were 
described as unsound in conception and inequitable in 
their application. The time had arrived for a revision 
and restatement of the principles to be applied. 

Professor H. A. Innes, one of the three Commissioners, 
wrote his own report. While he agreed with the recom- 
mendations of his colleagues, he viewed somewhat differently 
the causes of the present situation. It can scarcely be 
denied that the profound economic changes that have 
occurred in the world at large during the past sixty years 
would have affected the maritime provinces adversely in 
comparison with certain other parts of the American conti- 
nent, no matter what had been their political affiliations. 

It is too soon to say what developments will follow from 
the Commission’s findings. On account of the political 
complexion of their governments, New Brunswick and 
Prince Edward Island did not participate in the inquiry, 
but their inhabitants are certain to be deeply interested 
in its major findings. If the protective tariff has been 
prejudicial to the economic welfare of Nova Scotia, it has 
obviously been opposed to the economic interests of New 
Brunswick and Prince Edward Island. There is no present 
disposition, however, to find in secession a solution of the 
ills of the maritime provinces. A secession movement is 
unlikely to develop except in the improbable event of the 
Dominion Government’s adopting an attitude of complete 
indifference towards their economic difficulties. The 
Jones Commission expressed the view that secession would 
be folly for Nova Scotia, and it also repudiated proposals 
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to create a “ free zone ” in that province within the political 
framework of the Dominion. It did recommend, however, 
that Canadian tariff policy should be so revised as to relieve 
the primary and export industries of the duties on instru- 
ments and materials of production that now press heavily 
upon them. This finding is likely to have repercussions in the 
prairie provinces and in British Columbia, whose economies 
are likewise founded on primary and export industries. 

Indeed, with regard to the incidence of national tariff 
policy, the situation that is developing in Canada pre- 
sents an interesting analogy to the difficulties of the 
Australian Commonwealth Government in its relations 
with Western Australia, South Australia and Tasmania. 
In Canada, as in Australia, attempts have been made to 
offset the adverse effect of a high tariff policy on primary 
industries by the payment of special subsidies to the 
provinces in which these industries are predominant. 
It is becoming apparent, however, that such a policy is 
an emollient and not a cure. Experience of the economic 
consequences of the Canadian federation on the smaller 
provinces has directed attention to the broader political 
implications of federalism. This is the significance of the 
recent economic inquiry in Nova Scotia. It has exposed 
the weakness of the present fiscal policy of the Dominion 
as an element of federal unity. Its recommendations must 
lead sooner or later to the development of national policies 
on the tariff, transportation, and federal public finance 
which will reconcile more adequately the conflicting econo- 
mic interests of the constituent provinces. It is doubtful 
whether the necessary adjustments in federal public finance 
can be effected satisfactorily without the amendment of 
important sections of the British North America Act; 
hence the effect of the Commission’s findings is to emphasise 
anew the imperative need for a broad scheme of consti- 
tutional revision. 


Canada. January 1935. 
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I. Tue Centenary ano Oruer Matters 


HE last three months have been vividly coloured 

by the centenary celebrations of Victoria. The 
celebrations began inauspiciously enough with a brief 
tramway strike in Melbourne at the very time of the 
Duke of Gloucester’s arrival. ‘They were attended by 
weather that would have turned into lament Mr. A. P. 
Herbert’s longing— Oh, to be in Australia now that 
November’s there ”—and with a plague of grasshoppers 
causing serious losses and anxiety both in New South Wales 
and Victoria; and they culminated at the beginning of 
December with storm and floods in Victoria, which, 
whether unprecedented or not, did damage on a scale beyond 
all experience to public and private property. Railways 
and roads, farms and buildings, suffered grievously ; 
in town and country large numbers of persons were driven 
out of their homes ; there was some loss of life. Restora- 
tion and relief throw a heavy burden upon government and 
individuals alike. 

Fortunately for the centenary, the worst came when 
most of the great public functions were over. The 
celebration was a success in a different and better sense 
than was planned. The main reason for the selection of 
1934 as the centennial year was the hope of a “ fillip to 
business ” from an influx of visitors and a less frugal 
spirit among the inhabitants. This hope was hardly 
fulfilled, though the “ psychology” of the celebrations, 
as a way of escape from the drabness of a protracted 
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economic convalescence, may be recognised. Lavish street 
decorations and illuminations are a matter of taste, and 
Melbourne gave occasion to many to grieve that cities must 
rejoice by disguising streets and buildings in fancy dress, 
and to wonder whether Princes are ever allowed really to 
see the cities they visit. But the vulgar and the trivial, 
the boosting and the exploitation of a “ carnival spirit,” 
were far less evident than at one time threatened. The 
events or ceremonies, official and unofficial, that drew 
the great crowds—the public appearances of the Duke of 
Gloucester, the arrival and procession of the competitors 
in the air race, the dedication of the Shrine as a war 
memorial, the marches of the band of the Grenadier Guards, 
and the services associated with the Eucharistic Congress— 
were spectacles or pageantry of varying and deep signi- 
ficance, with an appeal to the imagination or the emotion 
which reached not spectators only but all Australia ; 
at no time has broadcasting played so important a part in 
our national life. 

The visit of the Duke of Gloucester, the third of the 
King’s sons to visit us since the war, was opportune ; 
it was also something of a test. While Australia followed 
rather than led (save in the matter of the appointment of 
the Governor-General) the formal emphasis of Imperial 
Conferences on political independence, we have been 
accustomed to the new manifestations of that independence 
in the actual conduct of affairs; with no thought of separa- 
tion, separateness rather than union has been a natural 
growth. Recent interpretations of national interest in 
the economic policy of Great Britain, and British reactions 
to our own policy, have excited alarm and imposed some 
strains. The presence of the King’s son, his cheerful 
response to the exacting calls upon him, have evoked 
once more the sense of British unity, transcending both 
the forms and the policy of nationalism. 

Our other visitors included men distinguished in Church 
or State, from Great Britain and other Dominions, some 
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of them, like Field Marshal Lord Milne and Sir Maurice 
Hankey, with family connections with Australia. Official 
and spectacular functions did not prevent great public 
interest in several of the non-official conferences held 
contemporaneously, among them the Empire Parlia- 
mentary Association’s meeting and the congresses of 
prelates first of the Anglican and later of the Roman 
Catholic Churches. It may have been merely a happy 
accident, or it may mean that political and social change 
is showing its effects, but there seems to have been none of 
the self-consciousness and mutual rasping which to the 
chagrin and bewilderment of both often mars the contact 
of the Englishman and the Australian (or Canadian or 
South African). There will be no reserve in the esteem 
that has been won, or in the deep impression that has 
been made by so many men of different experience and 
outlook but alike in their distinction of character and 
attainment. And again we must remember broadcasting— 
its importance in giving a national impression of the dis- 
tinguished visitor. 

Mr. Masefield has made a place of his own which may 
lead some people, including many Australians, to revise 
their opinions of Australian characteristics. Public interest 
in him was spontaneous, and was merely recognised, 
not created, by press and wireless. With a generosity that 
won all hearts and an imperviousness to fatigue almost 
equal to that of the Duke of Gloucester, Mr. Masefield 
threw himself into the work of visiting schools and colleges, 
of talking to public audiences on life and letters, of reading 
to them verse and prose, and, in private as well asin public, 
helping and stimulating. His visit promises lasting results. 
Among other aspects of the centenary may be mentioned 
the awakening of a historical consciousness, among 
Victorians at any rate, fortunately untinged with any bitter- 
ness. The story of the pioneers, the social history of the 
colony, family history, embodied in dress, furniture, 
diaries, and letters, have become new interests among us. 
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The Kisch Case 


In another way and from other quarters literature 
has had unusual prominence. A Czechoslovakian subject, 
Mr. Egon Kisch, a “ writer of international reputation,” 
and a journalist of communist sympathies, was excluded 
by the Commonwealth Government under the Immigra- 
tion Restriction Act. The technique of exclusion was 
mismanaged, Mr. Kisch forced a landing, and being taken 
into custody was released on habeas corpus by a judge of the 
High Court, after release had been refused by the Chief 
Justice of Victoria. He was then proceeded against with 
a view to his deportation under an application of the 
*‘ dictation test ” ; he failed in Gaelic. Convicted as a 
“* prohibited immigrant,” he appealed to the High Court, 
which quashed the conviction on the ground that Gaelic 
was not a European language within the meaning of the 
Act. 

If the action of the Government illustrates that the test 
is not a mere means of racial discrimination, and may thus 
allay some resentments, it excites uneasiness elsewhere. 
The Government has not been explicit in explanation 
of those “‘ subversive tendencies ” of Mr. Kisch’s activities 
abroad which led to the conclusion that he was an undesir- 
able immigrant, and dissatisfaction extends beyond the 
ranks of Mr. Kisch’s political sympathisers. The case 
coincides in time with a growing resentment at the censor- 
ship exercised by the customs authorities over imported 
books, which places a ban upon such works as Stalin’s 
Foundations of Leninism and Huxley’s Brave New World, 
as well as upon many other books which circulate freely 
in Great Britain. There is, of course, another aspect 
of the Kisch case—it is a vindication of the “rule of law” 
and an illustration of the liberality of that law even towards 
the immigrant alien. 
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II. Economic ProsBLems 


WO major influences affect the rate of Australian 

recovery—export prices and the restoration of invest- 
ment. Under the combined stimulus of a rise in export 
prices* in 1933-34, notably in wool, and a moderate expan- 
sion of investment both public and private, national income 
recovered from 66 to 77 per cent. of its level in 1928-29. 
If we take account of the fall in prices, real income in 1933- 
34 was little, if at all, below the pre-depression figure. Yet 
recorded unemployment was still 18 per cent. of registered 
trade unionists, compared with 30 per cent. at the worst 
phase of the depression and an average of about 10 per 
cent. in the post-war period. 

Had export prices remained at less than 25 per cent. 
below the pre-depression level, as they were in 1933-34, 
the country could have anticipated with confidence a 
continued fall in the numbers unemployed, a further rise 
in national income, and an improvement in the budget 
position. An expansion of loan expenditure, as recorded 
in the last number of Tue Rounp Tasie,t was to be 
expected ; and private investment, mainly in the building 
industry, was increasing. There would still have been 
acute problems. The improvement in export prices was 
not uniform. Wheat and butter producers, in particular, 
were still suffering from very low prices, and in these 
industries the debt structure and the position of the 
marginal producer raised public issues of the first import- 
ance. A growing mechanisation of secondary industries 
left large numbers unemployed, despite the steady rise in 
output. The coal industry had a special unemployment 
problem of its own. State budgets were responding 


* Unless otherwise stated, all prices and values are recorded in Australian 
currency, 


t See Tut Rounp Taster, No, 97, December, 1934, pp. 161-174. 
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unevenly to the improvement in economic conditions. In 
a word, it was becoming increasingly obvious that some 
fundamental changes in the economy of the country were 
necessary, even with an improvement in export prices and 
a restoration of investment. 

Export prices for the first half of the present season 
have, unfortunately, shown a serious recession, and are 
now, even in Australian currency depreciated by over 
50 per cent. against gold, more than 4o per cent. below 
their pre-depression level. Wool is back to less than 1od. 
per lb., compared with over 16d. for the 1933-34 season 
as a whole, and after a satisfactory rise in August and 
September wheat is now little more than 2s. 6d. per 
bushel at the seaboard. If these prices continue for the 
remainder of the season—and there is little prospect of a 
substantial improvement—the value of primary production 
will fall by some £30 million. This fall will in part be 
offset by an increase in investment, both public and 
private. The State loan programme is £6 million greater 
than in 1933-34, and the Commonwealth has embarked 
upon a {5 million special programme for the relief of 
unemployment. Private investment is still improving, 
but no precise measure is available. It is certain, however, 
that it will not rise sufficiently to make up the balance. We 
are, therefore, likely to experience some decline in national 
income this year. Consequently, the budget problems 
of the States will not admit of easy solution. Unemploy- 
ment and the adjustment of rural debts will add to the 
difficulties of the Governments, both Commonwealth and 
State. 

Since the elections, the Commonwealth Government, in 
consultation with the States, has been considering plans for 
relieving unemployment and easing the burden of rural 
debts. It has also had before it a supplementary report 
of the Royal Commission on the Wheat Industry* recom- 
mending the distribution of £4 million among wheat growers 

* See Tut Rounp Taste, No. 97, December, 1934, pp. 174-176. 
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in the present year. Part of this sum was to be obtained 
from a special home consumption price for flour. Taking 
4s. 9d. per bushel as the price at which four-fifths of the 
wheat farmers could make a fair and reasonable living, the 
Commission recommended that an excise on flour should 
be levied, sufficient to raise the price to {12 per ton. This 
would be the price of flour if wheat were 4s. 6d. to §s. per 
bushel. The excise was to be levied as a means of per- 
manent assistance to the industry. With the excise 
operating only from January 1, 1935, the funds available 
from the excise would be about {1.5 million. The 
balance of the £4 million was to be a charge on Common- 
wealth consolidated revenue. Subject to one important 
change, the recommendations of the Commission were 
accepted by the Government. Instead of levying an excise 
duty on flour for a period of six months only, the Govern- 
ment decided to make the tax operate for twelve months 
at the rate of {2 12s. 6d. per ton, or a little more than 
half the rate that would have been required for six months 
as suggested in the Commission’s report. The Commission 
also recommended a customs duty on flour to prevent 
evasions of the duty by importations. With wheat now 
among the primary commodities for which a home price 
has been fixed, wool remains the only large export industry 
not receiving such assistance. 

The Wheat Commission was aware of the economic 
effects of this policy, and an appendix to the report by 
Professor L. F. Giblin shows that under our wage-fixing 
machinery, with adjustments according to changes in the 
cost of living, the cost of these schemes for special home 
prices falls mainly on the unsheltered export industries 
themselves. The Commission, it should be added, has 
yet to make a final report, and special significance attaches 
to its statement that the device of a home price will not 
suffice to solve the problems of the industry, and that 
“further contributions must come from other sources.” 

This bonus on wheat is doubtless to be regarded asa 
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part of the Government’s policy for assisting the rural 
industries. With the entry of Country party representa- 
tives into the Ministry, the vexed question of rural debts 
had been more actively under discussion. Both the Prime 
Minister and the Leader of the Country party announced 
in their policy speeches that they would take special 
measures to ease the burden of rural debts and to promote 
adjustments. The Commonwealth Government now 
proposes to supply funds to the States, free of interest, 
to enable their governments to proceed more expeditiously 
with debt adjustment and to buy at a discount the 
debts of producers whose creditors are willing to make a 
compromise. Details of the scheme have not yet been 
completed, but, in general, it is proposed to allow the 
States considerable flexibility in making their own plans, to 
encourage the maximum of voluntary compositions—a 
process that has been going on during the depression— 
and to make provision for the States to take over and 
assist the fringe of doubtful debtors. A sum of {12 million 
to {15 million over a period of three years is mentioned 
as the probable financial provision required. 


III. Pusztic Finance anv Interest Rates 


HE conversion of the external debt to lower rates of 

interest as the debt matures has been taken a step 
further by the successful flotation in November of a con- 
version loan of £14.6 million sterling in London. This 
loan, redeemable between 1965 and 1975, bears interest at 
3}, and was issued at 99. It was raised to meet or convert 
a variety of State and Commonwealth loans falling due or 
payable at the option of Australia in 1935. ‘The total 
amount of debt converted in London since 1932 is now 
£124 million sterling, and the effective rate of interest 
has steadily fallen from £4 1s. 8d. per cent. for the first 
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conversion in October, 1932, to {3 6s. for the latest.* The 
saving effected by these conversions will be nearly {2.5 
million (Australian currency) per annum for the Australian 
governments as a whole. Contemporaneously with the 
external loan, an internal loan of £15 million at 3 per cent. 
with an issue price of {99 I5s. was successfully floated. 
The loan is required for State and Commonwealth public 
works, and for the funding of approximately £3 million of 
treasury bills, representing half the State deficits for the 
current year. 

Though slightly over-subscribed in a few days, this loan 
did not evoke so splendid a response as the two preceding 
loans. Investors appear to be disinclined to accept 3 per 
cent. as a satisfactory bond rate, and in financial circles 
there is a considerable undercurrent of criticism of the 
increase in the general loan programme. The Loan 
Council in June agreed to {23 million as the State require- 
ments for the year. To this must be added 6 million, 
representing the amount required, in accordance with the 
arrangements made with the Commonwealth Bank, to 
fund treasury bills issued to finance current deficits. Finally, 
there is now added £5 million as the first instalment of the 
Commonwealth Government’s plan for works to relieve 
unemployment. The total is thus £34 million, and it will 
probably be larger next year if a rural debt scheme is 
embarked upon. 

The Commonwealth and State Governments thus seem 
to have entered upon an “ expansionist ” policy involving 
considerable loan expenditure. Before the depression, 
Australian public loan expenditure reached £45 million 
per annum, but nearly two-thirds was financed from over- 
seas loans. The question arises—can a programme of 
£35 million to £40 million be financed from domestic 
sources? Sinking fund contributions now amount to 


* A further conversion was effected in January, £22,384,000 of 3} per 
cent. stock being issued at par. The saving in interest will be 
£407,000 sterling per annum.—EpTor. 
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£8 million, and this is available for re-investment, in so 
far as it is local debt that is redeemed. If funds are 
raised to buy rural debts a further portion of the loans 
expended will be returned to investors. Nevertheless 
the total internal funds required for the loan programme 
and the deficits are much greater than before the depression. 
Since the Commonwealth Bank is opposed to increasing 
the issue of treasury bills, the Government may experience 
difficulties in financing its programme at present rates of 
interest. Cheap money may be regarded as a condition 
of the success of the programme. 

With low rates of interest much attention is now being 
given to housing construction and slum clearance under 
assistance from the governments. It is doubtful whether 
this can be done without subsidy at an interest rate of 
3 per cent. Any tendency for interest rates to harden 
would diminish the attractiveness of housing as a suitable 
object of loan expenditure, and would in general check the 
Government in its present move towards an expansionist 
programme. If a new budget plan were adopted, based 
perhaps upon some changes in the financial relations of 
the States and the Commonwealth, and providing for 
reduced deficits in the next two years and their finance 
by treasury bills, the task of financing an enlarged loan 
programme would be much easier. If allowance be made 
for, say, {5 million of the sinking fund payments as being 
returned to Australian investors, the new money required 
would then be not more than {25 million. Moreover, the 
increase in treasury bills would add correspondingly to the 
funds available for investment. The Government could 
in these circumstances proceed with its plan in reasonable 
expectation that a 3 per cent. bond rate would be main- 
tained. 





The New Tariff 


IV. Tue New Tarirr 


N December 7 a new tariff schedule came into opera- 
tion. In presenting the schedule the Minister for 
Customs stated that it gave effect to 63 reports of the 
Tariff Board. These provided for 11 increases in duty 
under the British preferential tariff and 15 under the general 
tariff, the number of decreases being respectively 104 and 
101. The new British preferential rates are for the most 
part those recommended by the Tariff Board. In the 
general tariff (duties on foreign goods) the Board’s recom- 
mendations have not been followed so closely, though the 
general fall in duties is in agreement with the Board’s views. 
It will be remembered that last year the Tariff Board 
was asked to report upon the effect of the exchange rate 
upon the tariff. The Board found that despite the depre- 
ciation of the currency there had been a substantial fall in 
costs in Australia. It recommended a general lowering 
of tariff rates by approximately one-fourth of the ruling 
rates, and this was embodied in legislation passed by the 
Commonwealth Parliament. Following on the report on 
the effect of exchange upon the tariff, the Board decided 
to change the basis of its recommendations, and in subse- 
quent reports has recommended rates “ which will prove 
reasonable and adequate under existing conditions of 
exchange.” 

In its last annual report the Board reports that owing 
to the fall in costs and the increasing efficiency of many 
Australian manufacturers “secondary industry is now 
imposing only relatively slight excess costs on the com- 
munity.” The Board, however, adds that “it would be 
very unwise at this juncture to risk allowing the spiral 
of increasing costs and prices to begin again.” ‘The Board 
therefore accepts the basic principle that every effort 
should be continued “towards taking up such excess 
protection as the conditions of the present costs afford.” 
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Bearing in mind the possibility of an appreciation of the 
Australian pound, the Board now recommends an alterna- 
tive rate of duty, rising proportionately to an appreciation 
of the Australian pound in terms of sterling. 

The Government’s acceptance of the Board’s recom- 
mendations as regards the British preferential tariff carried 
substantial reductions in duties on British goods, but 
there is provision that the rate shall rise proportionately 
as, and when, the currency appreciates. A fair number of 
items which were previously dutiable are now importable 
free from Great Britain. Steel wire has been reduced to 
a duty of 5 per cent. and other important iron and steel 
products are charged at Io per cent. and I5 per cent. 
Duties on more highly manufactured goods range generally 
from 20 per cent. to 30 per cent. It is satisfactory to note 
that these rates are now considered adequate for efficient 
industry, indicating the very considerable adjustments 
that have been made. With regard to duties on foreign 
products, the Government has reduced the duties by about 
half the amount suggested by the Board, in order to leave 
a margin for bargaining with foreign countries when trade 
treaties may be under discussion. 

The Tariff Board continues its careful survey of industry. 
A noteworthy feature of its reports is its emphasis upon 
the excess costs of protection. The effort of the Board is 
to prevent the establishment of industries which would 
impose new excess costs, and to bring the excess costs of 
industries now protected to a minimum. There can be 
no doubt that the excess costs of protected secondary 
industry in Australia have fallen greatly in the last four 
years. On the other hand the excess costs of protecting 
primary industries have increased greatly, and there is no 
provision in our administrative machinery for the same 
careful review of the effects of this protection as the Tariff 
Board provides with regard to secondary industry. 


Australia, 


January, 1935. 
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SOUTH AFRICA: NATIONALISM, 
NAZISM AND NEIGHBOURLINESS 


I. Partigs AND THE COMMONWEALTH 


HE third. session of the Union’s seventh Parliament 

was opened by the Governor-General, the Earl of 
Clarendon, with customary ceremonial on Friday, Jan- 
uary 11. The date was somewhat earlier than usual, one 
reason being the contemplated departure of the Prime 
Minister, General Hertzog, towards the middle of April 
to attend the King’s jubilee celebrations in London. Very 
appropriately, the Governor-General’s speech in opening 
Parliament commenced with a happily phrased expression 
of satisfaction that His Majesty had been spared to cele- 
brate, during the present year, the twenty-fifth anniversary 
of his accession. There can be no doubt that the esteem 
and reverence in which King George is held in South 
Africa will be fittingly marked in the Union’s commemora- 
tion of the glad event, consistently with His Majesty’s 
expressed desire that the celebrations should be simple and 
primarily local in character. 

The session has begun amid favourable economic circum- 
stances. The upward trend of the past year has been 
maintained, Johannesburg is probably the most active, 
certainly the most prosperous, city of its size in the world 
to-day. The gold mining boom has stimulated recovery 
throughout the Union, good rains have fallen, and the 
prospects for the next harvest are encouraging. The 
forthcoming budget should again disclose a substantial 
surplus. There is only one urgent cause of anxiety. 
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The Union is infested with locusts, both from within and 
from beyond its borders, on an unprecedented scale. One 
of Parliament’s first tasks will be to increase the financial 
provision for dealing with this scourge to close on a miilion- 
and-a-half pounds for the present year. If the anti- 
locust campaign fails, the consequences may well be very 
serious, 

The new session marks a considerable return to normal 
party warfare. The tendencies towards fusion and fission 
which have been remarked upon in recent issues have, 
for the time being at least, run their course, and the party 
situation has reached a measure of stability. The fusion 
between the Nationalist and South African parties has 
been consummated ; at a congress held in Bloemfontein 
in December the United South African National Party 
came into being, with General Hertzog as leader and 
General Smuts as deputy leader. The congress happily 
marked the burial of old feuds, and General Smuts received 
a hearty welcome on his return from Great Britain with an 
enhanced prestige, and with an achievement to his credit 
which had won the unanimous approbation of his fellow- 
countrymen. The United party (it will in practice be 
known by this less compendious name) replaces the old 
South African and Nationalist ‘parties—but there has 
been a hiving-off on both sides. Dr. Malan and his die- 
hards aspire to the retention of the old name of their party, 
and obviously seek to derive their strength from the 
isolationist anti-British complex which the early history 
of that name connotes. The South African party has, 
however, disappeared, its dissident faction having founded 
what is called the Dominion party. The latter stands for 
the conception of a British Empire functioning as nearly 
as possible as an organic unit, in opposition to the ideas 
embodied in the Statute of Westminster and South Africa’s 
own Status Act, and it therefore makes its appeal almost 
exclusively to South Africans of British descent. 

Besides these two parties there are in opposition to the 
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Government the Labour party and the Central party 
founded by Mr. Tielman Roos two years ago. There was 
also until recently a Devolution party, a relic of the Natal 
secession agitation of a few years back; it has, however, 
ceased to exist, and its two members in the House have 
gone over, one to Labour, and the other to the Dominion 
party. The Central party is to-day negligible. The 
Dominion party has four members and Labour five. Dr. 
Malan’s party, the strength of which is not yet fully dis- 
closed, will number not more than twenty. The Govern- 
ment is in the comfortable position of being able to count 
on some 120 votes in a House of 150. 

It would seem, moreover, that this not unfairly reflects 
its strength in the constituencies. The results of recent 
by-elections suggest that a general election held at this 
moment would tend to increase rather than weaken the 
Government’s representation. The “ Malanite” Nation- 
alist party tried its strength in a typical rural Free State 
constituency, Heilbron. Its candidate could poll only sixty 
per cent. of the votes cast for the successful Government 
candidate. The figures indicate that the Malanites to-day 
could hold at most one or two of their present seats in the 
Free State, and would be hard put to it to maintain their 
present representation in the Cape Province, where they 
are strongest. Then at Queenstown, in the eastern 
districts of the Cape, the Dominion party girded itself 
to the fight. It was a favourable battle-ground. There 
is a large native vote, and the native with his traditional 
reverence for the Crown has been disturbed by the Status 
Act, which records—if it does no more—the limitation of 
the personal authority of Queen Victoria’s grandson in 
relation to South Africa. Moreover, Queenstown is 
primarily an English-speaking area, and is served by a 
strongly pro-Dominion party press. But again the cause 
represented by Generals Hertzog and Smuts triumphed 
substantially, and since there are not many constituencies 
where the Dominion party could expect to do very much 
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better than at Queenstown, it too is possibly over-repre- 
sented in the House. 

The Labour party, however, can derive more satisfaction 
from the by-elections. It certainly did badly in the rural 
constituency of Heilbron, showing that it is not yet able 
to appeal to the “ poor white” rural voter. But in a 
straight fight in the urban constituency of Uitenhage— 
a railway centre—it did surprisingly well and gave the 
Government nominee a very hard run. To-day Labour 
would probably win seats in the towns, though that would 
depend on the extent to which the other Opposition parties 
allowed it a clear field against the Government. 

The Government’s present position is therefore a strong 
one, both in the House andin the country. It is, of course, 
destined in any case to experience the fate of all Govern- 
ments in gradually losing support in the country. Labour 
will inevitably win new adherents in the constituencies— 
so too will the Malanite Nationalists, if only by virtue of 
their sentimental appeal. The future of the Dominion 
party is less certain. On the opening day of the session 
the Opposition parties gave notice of motions launching 
their respective attacks. The Labour attack will be 
economic, and will proceed on orthodox lines. Dr. Malan 
has given notice of a bare no-confidence motion, and will 
no doubt explore all possible lines of assault, sentimental 
as well as economic. The Dominion party will concentrate 
primarily on questions affecting Commonwealth relations, 
having chosen to raise the issues of neutrality and nationality. 

It is, indeed, in respect of constitutional questions with 
a sentimental content that the Government’s position is 
most vulnerable. They are questions on which present 
colleagues in the Government were at variance in the past— 
and on some of them they have openly declared that they 
are still agreeing to differ. No doubt the resources of 
parliamentary ingenuity will be fully applied to exploit the 
possibilities thus presented. On the issue, for instance, of 
neutrality—the specific question whether South Africa 
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would be de jure at war if Great Britain were at war— 
Generals Hertzog and Smuts have indicated that they are 
not at one. They are, however, at one concerning the 
de facto position, namely, that in any case it would be for 
South Africa alone to determine the extent of its participa- 
tion in such a war. It is doubtful if much impression will 
be made on the Government’s strength over what would 
be described by them as an academic matter. On the 
nationality question, too, the Government’s position would 
seem to be secure. It takes its stand there on the Imperial 
Conference exposition of that question. The citizens of 
South Africa are in the first instance nationals of the 
Union, but they also have the common status of British 
citizenship by virtue of their participation in the common 
allegiance to the King. In respect of common status it 
was agreed at the 1930 Imperial Conference that no change 
would be made, save after discussion at a subsequent 
conference. The Government has clearly affirmed that it 
stands by that agreement, and, despite rumours to the 
contrary, it has given no indication of any immediate 
intention to introduce legislation dealing with nationality. 

A matter which might be represented as less academic 
and more urgent is that of appeals to the Privy Council. 
It has been recognised time and again, as for instance at the 
1926 Imperial Conference, that the abolition of these appeals 
is not a question of constitutional import in relation to the 
Commonwealth, but is entirely one of expediency to be 
determined by South Africa alone as may best suit her 
interests. While the Haldane dictum (which implied that 
leave to appeal from the South African Appellate Division 
would be granted rarely, if ever) was followed, the matter 
was not regarded as pressing. Recently, however, the 
Judicial Committee have abandoned that dictum in their 
judgments, and have created the impression that leave to 
appeal will be given freely. With regard to this matter, 
which may be forced to an issue at any time in the Union 
Parliament, it is by no means clear where the Government 


423 





South Africa 


stands. It has not evinced, however, any present intention 
of raising the question on its own account. 

Indeed the Governor-General’s speech at the opening of 
Parliament suggested that the Government, being concerned 
rather with economic than with sentimental issues, had no 
desire to introduce measures affecting Commonwealth 
relations. It does, however, propose to deal with one 
matter affecting the constitutional relations of the Union’s 
own constituent parts. Another stage has been reached 
in the evolution of the Union’s provincial problem. That 
problem became acute once again, partly because of the 
financial difficulties of the provinces caused by the depres- 
sion, partly because of the enunciation by the Nationalist 
Government of an abolition policy, which evoked in Natal 
a reaction towards secession from the Union or at least the 
amendment of the constitution in the direction of 
federalism. The declared policy of the present Govern- 
ment is that, while the unitary basis of the constitution is 
to be maintained, the provinces should be given a fair 
chance of functioning satisfactorily, and favourable con- 
sideration is to be given to the extension of their powers. 
To this end a Commission was appointed, and has now 
reported. Its report is conservative in the matter of 
extended powers, but in general it is sympathetic towards 
the maintenance of the provinces as an essential part of the 
constitution, and it favours generous treatment on the 
financial side. At the same time it points the way to 
closer co-ordination of Union and provincial administrative 
activities, the lack of which is a serious weakness to-day. 
The Government has indicated that it will submit pro- 
posals to Parliament for dealing with the provincial question 
this session, and as a preliminary has summoned a conference 
of the four Provincial Executive Committees. It has not 
yet disclosed its policy. If, however, it is able to reassure 
the provinces regarding their future, financial and otherwise, 
and at the same time lay the foundations of closer co- 
ordination and co-operation, it will have made a substantial 
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contribution towards the improvement of constitutional and 
administrative relations in South Africa. 


II. Nazism 1n Soutru-West AFrica 


HERE have been two important developments in the 

mandated territory of South-West Africa since its 
affairs were last recorded in Tue Rounp Tasuz.* The 
Administrator of the territory (Dr. Conradie) at the end 
of October declared the Nazi organisations throughout the 
territory to be illegal; and at the beginning of November 
the twice-deferred general election was held, with results 
that may lead to considerable constitutional changes in the 
administration of the territory. 

Nazi activities in South-West Africa began in 1929, but 
the real growth of Nazi influence followed soon upon the 
triumph of Herr Hitler in Germany in January 1933. Up 
to that time, political cleavage in the territory had followed 
economic rather than racial lines. Negotiations between 
General Smuts and the German Government in 1923 had 
resulted in a declaration by the latter that for the future 
the German population of South-West Africa must cease 
to look to Germany in a political sense and must accept 
their position as British nationals under the government 
of the Union. For about ten years this declaration found 
fairly general acceptance: the Weimar Republic gave little 
encouragement to propaganda for recovery of Germany’s 
lost colonies, and the Germans of South-West Africa began 
to resign themselves to a somewhat unpromising future. 
The Deutsche Bund, which was originally a cultural 
organisation, served to express and maintain their racial 
identity ; but politically the German and non-German 
sections tended to merge and_re-divide on economic lines. 
Hence came the Assembly’s resolution of April 1932, which, 
in requesting that German be made an official language, 


* See Tut Rounp Taste, No 97, December 1934, pp. 195-198. 
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that Germans should be naturalised in the territory on the 
same terms as Union nationals, and that the Assembly 
should be given greater constitutional powers with a view 
to control of customs policy, showed a definite trend of 
feeling in the direction of racial co-operation and wider 
autonomy. It signified, in fact, a move away from the 
Union. 

But with the beginning of 1933 there came a change. 
The Union left the gold standard, and the consequent 
increase in revenue from the Rand mines opened up the 
prospect of a considerable increase in government support 
for the Union farming community. The hope ofa share 
in this life-giving stream of gold naturally made a strong 
appeal to the hard-hit farmers of South-West Africa. To 
share the burden of financial embarrassment with broader 
shoulders than their own, and to restore agricultural pros- 
perity by sharing in the largesse of the Union Government, 
seemed a better prospect than that of seeking, by means of 
greater autonomy and the control of customs, to free the 
territory from the high cost of living imposed by the 
Union’s customs policy. Thus there grew up the “ fifth 
province ” policy, to which, other things being equal, the 
non-Germans of the territory were naturally inclined. 

At the same time the advent of Nazism to power in 
Germany resurrected the political nationalism of the 
German section. The pan-Germanism of the Nazi party 
claims the allegiance of German communities beyond the 
present frontiers of the Reich. Further, the return of the 
lost colonies forms an integral part of the Nazi programme. 
It was not to be expected that this combination of racial and 
colonial ambitions would leave untouched a territory like 
South-West Africa, upon which, it is said, the German 
government had spent before the war some £30,000,000, 
From 1933 onwards the Nazi organisations in South-West 
Africa were in close connection with the Nazi party in 
Germany. The explanatory statement issued last Novem- 
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subsequent to the banning of Nazism in South-West Africa 
remarked that 


the Nazi organisation in South-West Africa is a branch of the so- 
called’ Landesgruppe of the National Socialist Labour party in 
Germany. The party is, since the Act of December 1, 1933, identical 
with the German State and Government. ‘The territorial leader of 
the group of the N.S.D.A.P. in South-West Africa is appointed by 
the external division of the party in Germany, the head of which 
stands directly under the leader-in-chief. For Major Weigel, the 
local leader of the group, and for his predecessor, Herr Wandke, 
South-West Africa is a bit of German territory. The struggle for 
the freedom of Germany, therefore, comprises for them the return 
of the territory to Germany. 


Such was the organisation and such were the aims which 
from 1933 onwards began to secure an increasing hold 
upon the German section in the territory; it was only 
among the older members of the German community 
that they failed to find a response. 

The alarm of the non-German section at the rapid 


spread of Nazism in the territory expressed itself in a 
motion before the Assembly calling upon the Adminis- 
trator to suppress the Nazi organisations. This was 
quickly followed by the passing of the Criminal Law 
Amendment Ordinance, providing for the prevention of 
racial propaganda and empowering the Administrator to 
declare any political organisation to be detrimental to the 
peace, order, and good government of the territory. This 
ordinance was not immediately promulgated. Owing to its 
importance the decision regarding its promulgation was 
left to the Union Government. It was not till February, 
1934, after a considerable interval had been allowed to 
elapse in the hope that postponement of promulgation 
might allay racial animosity, that the ordinance became 
effective. In July, after prolonged investigation of Nazi 
activities, the headquarters of the Nazi and Hitler Youth 
movements in Windhoek were raided and much documen- 
tary evidence seized. The Hitler Youth movement was 


427 





South Africa 


promptly banned, and its leader, Captain von Lossmitzer, 
expelled from the territory. After an interval, during 
which the Nazis maintained their progaganda, a further raid 
took place early in October, and after consultation with 
the Union Government the Administrator declared the 
Nazi movement to be an illegal organisation. Major 
Weigel, territorial leader of the movement, was requested 
to leave the territory within three weeks. 

The ban was accepted fairly quietly, and the temporary 
excitement it provoked was overshadowed by the general 
election then imminent. The evidence upon which the 
Administrator’s action was based has not been made 
public; but the explanatory statement quoted above 
makes it plain that the Union Government fully endorses 
the attitude taken up by the Assembly and Administration 
of South-West Africa. The ban thus imposed upon 
Nazi activities was not designed to muzzle the German 
section in the impending elections. The Deutsche Bund 
remained, as it had been for sometime, the official expression 
of German political opinion in the territory ; and though 
a great number of its supporters were no doubt also 
members of the Nazi organisation or sympathetic towards 
Nazi aims, there was nothing in its character or activities 
to bring it within the scope of the ordinance of 1933. 
Indeed a raid upon the headquarters of the Deutsche 
Bund on October 9 last year was generally admitted to 
have been a blunder, and the documents then seized were 
returned with apologies. The effect upon German opinion, 
however, was unfortunate. 

The elections for the Assembly took place on November 1. 
Four parties or groups were involved, and there are twelve 
constituencies. The United party, representing the bulk 
of the Union section vote and the fifth province policy, 
had candidates for eleven of these, and in three secured 
unopposed returns. In two constituencies, Windhoek 
Central and Liideritzbucht, the Deutsche Bund put up 
its own candidates: elsewhere Germans were encouraged 
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to vote for Independents or for candidates of General de 
Jager’s Economic League. ‘This latter party is a group 
that broke away from the United party last year. Its 
programme and principles are vague in the extreme. 
Whilst rejecting the fifth province proposals, it proclaims 
its desire for abolition of the mandate and for closer 
association with the Union. How any kind of working 
agreement was reached between this group and the 
Deutsche Bund remains something of a mystery. Common 
opposition to the United party seems to furnish the only 
bond between them. Four seats were contested by the 
Economic League and four by Independents, and to all 
these, except the Independent candidate at Swakopmund, 
who was known to support the United party, German voters 
were instructed by the Fuehrer of the Deutsche Bund to 
give their support. 

The results of the election, however, were disappointing 
to the Pact parties. The United party won eight out of 
twelve seats and can count on the support of the Inde- 
pendent member for Swakopmund, who defeated the 
League candidate by a narrow margin. The victory of the 
United party candidate at Windhoek Central, a German 
stronghold, was especially surprising. The three remaining 
seats went one each to the Deutsche Bund, the Economic 
League, and an Independent. Subsequently the appoint- 
ment by the Administrator of the six nominated members 
of the Assembly gave the United party another three 
supporters. ‘Thus, with twelve out of eighteen seats, the 
United party found itself possessed of the two-thirds 
majority required for an amendment of the constitution. 

The party lost little time in pushing forward with its 
proposals. A resolution in favour of fifth province adminis- 
tration passed the Assembly at the end of November, and 
General Hertzog signified his willingness to meet a depu- 
tation before the Union Parliament assembled. At the 
time of writing (January 1935) this deputation is in 
Cape Town. Some of its members came also to represent 
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the cattle farmers of the territory in presenting a plea 
that the Union embargo on the export of cattle from 
South-West Africa should be lifted. Their interview with 
the new Minister of Agriculture, Colonel Reitz, in securing 
the lifting of the embargo in favour of the southern dis- 
tricts of the territory, has been only partially successful. 
The matter of the “fifth province” proposals is not 
likely to be settled this session or this year; for they 
will need the closest investigation and at least three 
other points of view than that of the United party will 
have to be considered. 

First, the German population of the territory will 
urge, as has indeed already been urged, that the elec- 
tions, though giving a sweeping victory to the United 
party, gave victory in most cases by narrow margins. 
The United party claims that including the three unopposed 
returns their majority amounts to 1,700 out of a total elec- 
torate of rather more than 6,000. This estimate, however, 
is based on the possibly over-generous assumption that if 
these three seats had been contested nearly all the votes 
would have gone to the United party. In the nine con- 
stituencies where contests took place the United party 
had a total majority of only slightly over 200 out of some 
4,800 votes cast. This, it will no doubt be urged by 
the Opposition, shows no very convincing mandate for so 
drastic a change as is contemplated, especially when it is 
remembered that a considerable number of German 
residents are without the vote, through lack of the five 
years’ qualification required for naturalisation of Germans 
in the territory. 

The Union Government itself is unlikely to welcome the 
fifth province without prolonged consideration. South- 
West Africa is already in debt to the Union to the extent of 
£2,250,000; the market for diamonds, the territory’s 
chief asset, is depressed to an unprecendented degree, 
and the Union has already its Kimberley to cope with’; 
and the inevitable claim of the new province to its due 
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share in farming subsidies would be a fresh tax upon 
Union recovery. The argument of the deputation, that 
the territory is from the economic point of view funda- 
mentally sound and that its great potential resources 
need only a clean sheet and a good start, may be correct, 
but it demands heavy speculative expenditure by the 
Union at a time when the bankrupt Free State is a sufficient 
burden. Finally, in view of the outlook and aims of the 
present Government of Germany, the direct administration 
by the Union of a province containing a large minority 
of disgruntled Germans might well prove a source of 
embarrassment to Union diplomacy in its dealings with 
Germany, whose goodwill is not unimportant, especially 
to the woolgrowers of South Africa. Such area few of the 
considerations which the Union Government will have to 
weigh with the most careful deliberation before South- 
West Africa receives its answer. 

Last, there is the League of Nations. The mandate 
under which South-West Africa is administered empowers 
the mandatory Power to administer the territory if necessary 
as an integral portion of its own territory, subject to the 
terms of the mandate. The Mandates Commission, 
however, is evidently inquisitive about the Union’s inten- 
tions with regard to South-West Africa, and is possibly 
suspicious that fifth province administration may be a 
prelude to absorption. In his recent interview with the 
Commission at Geneva, Mr. Eric Louw, the Union 
representative, declined to be drawn by questions outside 
the scope of his report on the mandated territory for 1933. 
In its report of the sessions of October and November 
last, however, the Commission refers to the fifth province 
proposal, and states that it reserves its opinion on the 
compatibility of this proposal with the mandates system 
until it has been informed of the point of view of the 
mandatory Power and of all the factors of the problem. 

The fifth province policy is thus likely to find its course 
slow and difficult. The big German minority in the 
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territory is likely to make all its weight felt against a 
constitutional amendment that will seem a further sever- 
ance from what Nazism has taught many of them to regard 
once more as their Fatherland. The Union will think 
long and earnestly before assuming direct responsibility 
for a territory that at least for some years to come is likely 
to be a liability rather than an asset. The Mandates 
Commission, rightly jealous of its responsibilities, must 
move warily in handling a proposition which may indeed 
be within the terms of the mandate but which might be 
used or be interpreted as the first breach in the mandates 
system. 


III. Tue Mozamsique ConvENTION 


ENTION was made in the last number of THE 
Rounp Tasie* of the negotiations between the 
Union Government and the Government of Portugal for 
a revision of the 1928 Convention dealing with the re- 
cruiting of native labour, the division of through railway 


traffic, and the interchange of products between the Union 
and the colony of Mozambique. Those negotiations 
terminated in the conclusion of an agreement which was 
signed at Lourenco Marques on November 17 last. 

As regards the recruiting of native labour for the gold 
mines of the Transvaal, the new agreement makes little 
change. The maximum number to be recruited remains 
at 80,000, at which it was fixed by the Convention of 1928, 
but this number is subject to alteration, after consultation 
between the two Governments, according as the number 
of available natives in Mozambique exceeds or falls below 
local labour requirements. A new provision, however, is 
that the Union Government will allow the mines, if they 
so desire, to employ a minimum of 65,000 Mozambique 
natives, which number again is similarly subject to altera- 
tion, if it should be necessary for the Union Government 

* Tue Rounp Taste, No. 97, December 1934, p. 190. 
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to provide for unemployment among Union natives. In 
order to put these figures in their proper perspective it 
may be mentioned that the total number of coloured and 
native employees on the gold mines of the Witwatersrand 
is at present approximately 250,000. The only other 
alteration of importance is in regard to the fees, wages 
and other payments in connection with the employment 
of these natives, which are now to be paid in Union cur- 
rency instead of in gold. 

The most important change contained in the agreement 
is in connection with the division of traffic from overseas 
to the mining area, as between the Portuguese port of 
Lourengo Marques and the Union ports. Lourengo 
Marques is the nearest port to the mining area of the 
Transvaal, being distant by rail from Johannesburg 394 
miles, of which 55 miles is within Portuguese territory. 
Durban, the nearest Union port, is distant 482 miles. The 
new agreement leaves the Union Administration free to treat 
the port of Lourengo Marques and its railway connection 
with the competitive area on the same lines as the various 
Union ports and their connecting railway lines are treated. 
The through rates on seaborne traffic from these ports are 
not fixed on a mileage basis, but are so differentiated 
between the various ports, in relation to distance, sea 
freights and other considerations, as to produce what is 
considered to be a reasonable share for each. Lourenco 
Marques will now be treated similarly, except that a 
definite undertaking has been given that it will be secured 
not less than 47% per cent. of the total tonnage of seaborne 
commercial traffic to the competitive area. Subject to 
this undertaking, the Union railway administration is now 
free to deal with rates and charges on its own system. In 
respect of the export of fruit and other products of northern 
and eastern Transvaal, the port of Lourenco Marques 
should be in a position to compete on very favourable 
terms with the Union ports, and it is hoped that this 
traffic may develop to a greater extent than hitherto. 
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The Convention of 1928 dealt also with the interchange 
of products of the soil and industry of the two countries. 
In respect of certain articles specified in schedules to the 
Convention, free interchange was provided. Under the 
new agreement these schedules are deleted, and trade 
between the two countries is now subject to most-favoured- 
nation conditions. 

It is hoped and believed that the conclusion of this 
agreement will tend to perpetuate and strengthen the re- 
lations of friendly co-operation which have hitherto existed 
between the two countries. 


South Africa, 
January 1935. 





NEW ZEALAND 


I. Tue “ Brains Trust” 


HE Government’s legislative programme was inter- 

rupted on November 10, when Parliament adjourned 
until February 13 in order to enable the Government to 
prepare the legislation left over from the royal commissions 
and select committees which have been busy during the 
early part of the year, and also to make the necessary 
preparations for the visit of H.R.H. the Duke of Gloucester 
in December. 

The session was noteworthy for a pronounced change in 
the method of government. During the past few years, 
government by royal commission or by select committees 
has been the bugbear of the political critics, who for the 
most part seem equally afraid of the growth of power in 
the hands of the bureaucracy and the imminence of govern- 
ment by committees of experts. It seems that one or the 
other is inevitable in these days of difficult economic 
problems. The civil service of New Zealand has not been 
very successful in producing within its own ranks officials 
with the requisite training for dealing with such matters. 
Our governments rarely include any Ministers who have 
had training in economics and political science. Mr. 
Downie Stewart (who was in the Massey and Coates Minis- 
tries from 1921 to 1928 and the Coalition of 1931-33) was 
a conspicuous exception. Consequently they have had to 
muddle through by the old rule-of-thumb methods or to 
turn in desperation to commission after commission of 
*‘ business men ” to solve their problems. 

When they suddenly realised that the Government was 
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beginning to act on its own sources of advice on economic 
matters, certain critics indulged in facetious remarks about 
what they called the Brains Trust, obviously a new feature in 
New Zealand politics. For the past two or three years the 
Minister of Finance (Mr. Coates) has had on his staff a 
young member of the New Zealand civil service (Dr. R. M. 
Campbell) who spent four years studying economics and 
political science in London and the United States and who 
accompanied Mr. Coates to Ottawa in 1932. Since resum- 
ing the portfolio of finance Mr. Coates has increased this 
side of his staff, and there is ample evidence that this 
is a step in the right direction. Normally a civil service 
should train officers for such duties, but the New 
Zealand civil service has rigidly recruited its officers at 
the door of the secondary schools, at the age of 17 or 18, 
so that their only means of widening their knowledge 
thereafter is by attending as night students at the nearest 
university college. ‘The number of officers who have risen 
superior to this system and equipped themselves for the 
solution of the higher problems of public administration 
obviously could not be great. 

Mr. Coates, who must be given credit for taking his 
political responsibilities with great seriousness, has seen 
the advantage of attaching to himself men who have given 
special study, in schools of standing abroad, to the problems 
that are troubling the country, and are at any rate equipped 
with some understanding of economic theory, which is 
sO repugnant to many well-meaning business men. The 
surprisingly competent manner in which Mr. Coates piloted 
the Reserve Bank Bill through Parliament last year was the 
first fruits of this policy. In the present session he has 
exhibited the same competent grasp of various intricate 
economic measures which have come forward, clearly 
showing evidence of a preparation which would have been 
impossible without such help. 

Critics of his policy have hurled taunts at him on his 
“brains trust,” which one paper (the Sun, Christchurch, 
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October 29) describes as “a coterie of economic theorists 
whose knowledge of finance and commerce is of a purely 
academic character.” The Sun was able to identify the 
miscreants by quotations from papers read by Dr. Campbell 
at the Conference of Agricultural Economists in 1930 and 
by Mr. D. O. Williams (agrostologist at Massey College) 
at Palmerston North in February, 1933. The Evening Post 
is less captious. While criticising many of the measures 
that the Government is putting forward, the Post sees 
reason to congratulate Mr. Coates on his new methods, 


and it adds: 


This principle goes deeper than the occasional and usually jocular 
references to the Government’s “ Brains Trust.” It involves impor- 
tant issues in public service staffing. . . . We think that the public 
service should be so staffed that it can, save on exceptional occasions, 
give the expert guidance the Government needs. . . . There is yet 
another side to the question. No matter how much expert advice 
the Government may take, it will always run the risk of committing 
grave mistakes unless there is in the Cabinet a capacity to check up 
the theories. Ministers must be so equipped that they are not 
simply mouthpieces for those who advise them. 


About the middle of the year there were still four royal 
commissions or parliamentary committees at work. The 
least important of these, on the licensing of films, made 
recommendations which have been partly carried out in the 
Cinematograph Films Amendment Act. Then there was 
the Royal Commission on company promotion.* Beset at 
the start with obstruction and even litigation to test its 
competency, this Commission eventually unearthed a 
curious financial network involving many interlocked com- 
panies in New Zealand and Australia. After a hurried visit 
to Australia by the chairman of the Commission and the 
secretary to the Treasury, on August 8 Parliament passed 
at one sitting as a matter of urgency the Companies (Special 
Investigations) Act, to strengthen the powers of the Com- 
mission and enable it to appoint inspectors to make a 


*See Tue Rounp Taste, No. 96, September, 1934, pp. 923-924. 


* 
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simultaneous audit of the accounts of all the suspected 
companies. By previous arrangement the Commonwealth 
of Australia and the States of New South Wales, Victoria 
and South Australia took similar and simultaneous action— 
a unique example of Empire co-operation in an emergency. 
Following on the disclosures made by this Commission the 
Companies (Bondholders Incorporation) Bill was intro- 
duced on November 9 and will be considered when Parlia- 
ment resumes. 

A third tribunal—a parliamentary committee which was 
specially authorised to sit during the recess—considered 
the currency question at large. Its proceedings were note- 
worthy for the appearance in the flesh of Major Douglas, 
the prophet of social credit, and for the lack of unanimity 
in the committee’s findings. Out of eleven members, only 
six signed the majority report. Mr. W. Downie Stewart 
entered an explanatory statement of his own, and the 
other four members delivered a memorandum of dissent. 
This investigation lost some of its point from the fact that 


Parliament had already, by statute passed on November 27, 
1933, provided for the establishment of a reserve bank, and 
the bank had actually opened its doors on August I, some 
weeks before the report was tabled. The committee in any 
case gave the new institution its approval. 


II. Tue Dairy Commission Report 


HE report of the Royal Commission which was set 
up to investigate the steps necessary to rehabilitate 
the dairy industry in New Zealand* was awaited with wide- 
spread interest ; a section of the public far wider than the 
embarrassed dairy farmers had come to realise that the 
recovery they had expected was not likely to occur and that 
drastic measures of economic reorganisation would probably 
be necessary to put the country on a firmer basis. The 
*See Tue Rounp Tasxe, No. 96, September, 1934, pp. 912-914. 
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Commission consisted of the judge of the Arbitration Court, 
a dairy company secretary, a company director, a member 
of the Dairy Control Board, and the lecturer in economics 
previously referred to. ‘The report was received by the 
Government on September 9. There were indications in 
the recent session that the Government, having realised 
early in the year the impossibility of carrying on vast trading 
negotiations by a system of recommendation from the 
industries concerned, was going to take a more dominant 
role ; that it would no longer merely register and pass on the 
wishes of the various producing organisations, but would 
act more on its own considered advice. Signs of agitation 
were noticeable from different interested quarters. As 
explained in Tue Rounp Taste,* the dairy industry in 
the past has been the care of divided authorities. The 
Dairy Control Board was responsible for marketing, 
until this function almost foundered on the rocks of 
divided opinion. The Dairy Division of the Department 
of Agriculture has ostensibly had responsibility—without 
the requisite authority—for controlling conditions on the 
farm in order to maintain quality in the produce. The 
action of the Government in taking over the marketing 
negotiations with the British Government involved the 
setting up of machinery for the purpose; but few fully 
realised what was entailed. At a luncheon at the Reform 
Club, on October 10, Mr. Coates warned the producers 
that if economic laws were allowed to take their course in 
these days the producers would be “‘ ground to pieces ” : 


May I ask you to accept this thought—how can we in New Zealand 
stand still in a changing world? We are definitely trying to plan a 
way through our difficulties... . It is said that you cannot tell 
what this Government is going to do next, but we have found that 
it is necessary for the Government to formulate policies which break 
entirely new ground. ... The Government will not hesitate to 
promote and to pass legislation which may be considered reactionary 
on the part of some people but which in our opinion is in the interests 
of the country as a whole. 


* No. 96, September, 1934, pp. 906-913. 
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On the following day the Dominion Executive of the 
Farmers’ Union recommended a liaison between the Dairy 
Control Board and the Meat Control Board by the appoint- 
ment to each of one member representing the other 
industry. Though too late to be of any avail, this decision 
was an interesting indication of the farmers’ recognition 
that matters would have to be looked at from a broader 
viewpoint in future. 

The Commission’s report, which was tabled in the House 
of Representatives on October 17, was a document of over 
200 pages. After stating with great clearness the situation 
of the producers in New Zealand at the present day, it 
declared that at a price of gd. a pound for butterfat the 
number of dairy farmers who would be able to pay wages 
and living expenses and any interest at all would be 
negligible, and that unless early measures were taken there 
would be a general breakdown of the relations between 
mortgagors and mortgagees. ‘This critical position had 
been brought about by the flooding of the United Kingdom 
market with produce from the northern hemisphere and 
from Australia, together with an increase in our own pro- 
duction. There were no other markets of importance and 
no relief could be expected from diversified and supple- 
mentary production. The Government was advised to 
come to an early understanding with the British Govern- 
ment as a basis for future negotiations, and to take im- 
mediate action to stabilise the financial position of the 
farmers by setting up a national mortgage corporation to 
provide them with long-term credit at the lowest possible 
rates. Early steps should be taken to improve the quality 
of New. Zealand produce, modernise factories and attack 
animal diseases. 

It was proposed that the Dairy Control Board should 
also control the local market so as to cut out wasteful 
competition, and that a permanent executive council 
of agriculture should be set up to advise the Govern- 
ment and co-ordinate the work of the existing produce 
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boards. Should other trade negotiations fail, this council 
would be an appropriate body to assist in negotiating 
barter agreements with other countries. The Govern- 
ment was advised to ascertain from the Government 
of the United Kingdom the extent to which it is 
desired to expand production in the United Kingdom, and 
that then the British Government should be asked to call a 
conference of the dairy exporting countries to decide on a 
common course of action for the future. The council of 
production and trade (which the Commission urged should 
be set up without delay) should consist of three members 
appointed by the Government and devoting their whole 
time to the task. It should have overriding powers, on 
issues of national interest, over all existing produce boards 
(meat, dairy produce, honey, fruit, etc.) and should advise 
the Government on such matters as trading agreements. 
It should have at its disposal the resources of such depart- 
ments as agriculture and commerce. Its access to the 
Government should be through the Prime Minister, and 
its salaries and administrative expenses should be charged 
on the consolidated fund. 

The Commission scouted as shadowy and unsubstantial 
the hopes of producers and others regarding the probable 
recovery of world markets or the breakdown of economic 
nationalism abroad, which might reopen markets now 
closed against imported foodstuffs. It proposed rationalis- 
ing the local market, but opposed any exploitation with the 
object of providing a subsidy on export sales, since this 
would be objectionable to local consumers and “ would be 
regarded by the Government of the United Kingdom as a 
hostile or retaliatory measure.” Moreover, the volume of 
butter locally consumed was so small in comparison with 
exports that local prices would require to be very heavily 
loaded in order to produce a subsidy that would be of any 
value to the producers. 

The Government’s main Bill, which was entitled the 
Agriculture (Emergency Powers) Bill, was introduced on 
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October 25. Following fairly closely the report of the 
Commission, it provided for the setting up of “The 
Executive Commission of Agriculture,” consisting of three 
members appointed by the Government for five years, two 
having been actively engaged in the production or in the 
marketing or manufacture of primary products. They 
were all to give their whole time to the task but were not to 
be considered as officers of the public service. Their 
functions would be to co-ordinate the work of the various 
authorities exercising powers with respect to any of the 
primary products of New Zealand; and to make recom- 
mendations to the Government concerning the regulation 
of the production, handling, marketing and export of 
primary produce. The Governor-General was to have 
power to transfer to the Commission any of the powers of 
the existing control boards. For constructing, equipping 
and improving dairy factories, improving factory con- 
ditions, eradicating herd diseases and any other purposes 
for which grants and loans might be found necessary, the 
Commission was to receive from the Public Works Fund a 
sum not exceeding {500,000 for the current financial year. 
Section 28 laid down that, 


Generally for the purpose of securing the effective conduct of 
any of the industries in respect of which the Executive Commission 
of Agriculture has for the time being any statutory or other functions, 
and otherwise for the purpose of giving effect to this Act, the 
Governor General may, from time to time, by Order-in-Council, 
make all such regulations as he may consider necessary for the welfare 


of New Zealand. 


This wide authority was reinforced by the proviso that 
“no regulation made under the authority of this section 
shall be invalid because it deals with any matter provided 
for by any Act in that behalf, or because of repugnancy to 


> 


any such Act.” ‘The only check on this power of making 
regulations was embodied in sub-section 5, which provided 
that all regulations made under this authority must be 
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laid before Parliament and confirmed by Act before the 
end of the session in which they are issued. 

The constitution of the Dairy Control Board is to be 
altered. Instead of 12 members elected by an elaborate and 
clumsy system of voting by suppliers in nine wards, the board 
is henceforth to consist of three members appointed by the 
Governor-General ; one elected by dairy factory owners in 
each of the three wards that are to replace the nine; and 
one appointed by the New Zealand Co-operative Dairy 
Co., Ltd. (an important group of producers in the Auckland 
district). 

Though radical proposals were expected, Parliament was 
astounded at the Prime Minister’s announcement that he 
wished the Bill to be treated as a matter of urgency and to 
be passed through all its stages in the following week. The 
astonishment and dissent voiced in Parliament and the 
press became concentrated before long upon the council 
of three, who were soon termed “supermen.” Even 
staid newspapers like the Auckland Star expressed the 
quaint conviction that New Zealand could not possibly 
produce three men equal to the task. “ Only exceptionally 
able men,” it said, “‘ are fit for such a position, and where is 
the Government going to find such men?” ‘The Star 
thought it would be wiser to make this an advisory body, 
assuming, no doubt, that in the Government (which could 
override their decisions) there would as a matter of course 
be more wisdom and safer counsels. From all shades of 
opinion came a cry of consternation at the demand for 
urgency and “the blank cheque given to three unknown 
dictators without knowing whether the industry vitally 
affected approves or otherwise of the Bill.” 

This remark of the Christchurch Sun touches on a vital 
departure from precedent taken by the Government in this 
legislation. In the past, such measures have generallv 
been submitted to the industry affected, either in draft 
form or by previous discussion of the terms. On this 
occasion the Government decided, apparently, that it knew 


443 





New Zealand 


better what was wanted than the particular industry, or 
possibly that the matter was one affecting the country at 
large and not merely the industry. In this they un- 
doubtedly took a sound course. They had the advice of a 
very competent Royal Commission, whereas previously, 
from the industry mainly concerned, they had been unable 
to obtain a unanimous voice. Mr. Coates told the House 
that they agreed with their critics that 


there had been quite long enough delay in tackling the whole of the 
new economic position. . . . The same old bogey was raised that 
it was socialistic legislation which would be dangerous in the hands 
of a Labour Government. As a result of the reorganisation of 
British agriculture the individual no longer existed; in his place 
there was complete co-operation. ‘The policy of this country is to 
work in with Great Britain as far as we can.... Either New 
Zealand should make the best arrangements she can or she should 
adopt the policy of laissez-faire and let things slide along in opposition 
to the policy of Great Britain. 


While the Government had no intention of delaying 
the passage of the Bill, they would be glad to hear the views 


of the dairy industry when they were formulated, and, if 
necessary, amendments could be made when Parliament 
resumed its session early next year. 

Attention next centred for a while on the wide powers 
granted to the Government under section 28.* On 
this point Mr. Coates gave an assurance to the wool 
producers, who were afraid that the marketing of wool 
would come under the provisions of the Act, that any 
producers who were not already affected by existing boards 
of control would be excluded from the Act unless they made 
a definite request to come in. 

The Labour amendment, which was moved on October 30 
and treated as a want-of-confidence motion, called for a 
guaranteed price of butterfat ; security of tenure for com- 
petent farmers ; the readjustment of mortgages ; and agree- 
ments with Great Britain and other countries. During this 


* See above. 
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debate Mr. Coates brushed aside the suggestion that a 
Minister of the Crown should be resident in London, 
with the explanation that a Minister became suspect as 
soon as he was detached from duty in New Zealand. 
The object of the co-ordinating council was to eliminate 
the political factor as effectively as possible. Defending 
the clauses which delegated wide powers of making regula- 
tions, Mr. Coates said that Parliament could not possibly 
handle from day to day the problems that were constantly 
cropping up, and in any case the powers given were not so 
wide as in Great Britain. Every Order-in-Council would 
have to be submitted to Parliament for ratification. 

The Labour amendment was defeated on November I 
by 37 votes to 29. For the next few days the attention of 
the House was distracted by the native affairs debate. 
When the Agriculture Bill entered upon its committee 
stage the Government proposed certain amendments to 
meet what they regarded as the strongest points of criticism. 
In particular they moderated the bitterness of the dic- 
tatorship of three by increasing the number to four, 
adding the Minister of Agriculture as chairman. The final 
majority for the Bill was 37 to 26, and it became law on 
November 13. 

The Government announced that the question of 
a national mortgage corporation would be considered when 
Parliament resumed in February. Dr. R. M. Campbell, 
who has been private secretary to Mr. Coates, and is be- 
lieved to have had a leading part in framing this legislation, 
is to go to London as economic adviser to the High Com- 
missioner to assist in the negotiations with the British 
Government. In his place Mr. Coates will have the services, 
as economist, of Professor H. Belshaw, of Auckland Univer- 
sity College. 
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III. Tue Native Arrairs INVESTIGATION 


REAT public interest centred in the proceedings of the 
Royal Commission that had been charged with in- 
vestigating the administration of the land settlement 
schemes of the Minister of Native Affairs (Sir Apirana 
Ngata) and of the Native Department as a whole. For the 
past two or three years the Auditor-General has refused to 
certify the correctness of the accounts on the ground 
that the expenditure had not been subject to the usual 
safeguards required in other departments. Although at 
first the Government either disregarded or pooh-poohed 
the charges, they had eventually to take notice of them, 
and the Royal Commission was the result. ‘The Commission 
was presided over by Mr. Justice Smith, a judge of excep- 
tionally wide sympathies and some experience of native 
affairs. ‘The Commission found that all of the eighty com- 
plaints by the Controller and Auditor-General were proved. 
The report showed clearly that there had been malad- 
ministration of moneys in connection with the Maori 
settlement schemes and breaches by the Minister of his 
administrative duties. They found that he had been at 
fault in such matters as the issue of grass seed to Maori 
farmers in his own district and not for the relief of Maori 
unemployed who needed it; the authorisation of ex- 
penditure and the use of public stores on private pro- 
perties outside the development schemes; the employ- 
ment of schoolboys (including his own son and grandson) 
in cutting thistles on the roads and paying them out of 
unemployment funds ; the inclusion of a sum for a private 
motor car trip in the public accounts. It was found that a 
sum of {£42,000 collected by the sacrifices of the Maori 
people for their returned soldiers had been substantially 
lost (with the exception of {500) in the purchase of three 
sheep stations. 
There was no evidence which would justify the Com- 
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mission in imputing fraud to the Minister, but he had 
permitted himself to be placed in a position in which his 
interest conflicted with his duty. Moreover, as a member 
of the Maori Purposes Board, which administered a fund 
for the educational benefit of the Maori people, he had 
misused his position by making a quorum to pass resolu- 
tions under which his children took substantial benefits 
whereby he was relieved of financial responsibility. In 
the same capacity he had been a party to excessive expen- 
diture in the interests of people resident on the east coast 
and in Hawkes Bay, and in the interests of a few families 
there and in Rotorua, whereas the money was for the general 
benefit of the Maori people. 

The inquiry was anxiously watched by both races. 
The Maori felt that they were on trial and that their 
capacity for working out their own salvation was at stake. 
The pakeha* showed a praiseworthy desire to give the 
Maori a fair deal, and were not quite free of anxiety about 
the psychological effects upon the native race of any setback 
to their ambitions. The Maori people in New Zealand, 
though they have been on the increase for the last decade 
or two, to-day number only 77,000, or, say, 4.5 per cent. 
of the total population. At the end of the Maori wars 
(in 1870), the remnant of the Maori people was suffering 
from despondency, disorganisation and disease, the out- 
come of their struggle for existence with the invading whites. 
That they survived at all was due partly to provisions of 
the Treaty of Waitangi (1840), and partly to their bravery 
in the field. Several of the tribes had been despoiled of their 
lands by statutory confiscation in the ’sixties, but the race 
as a whole still possessed a considerable area, which it 
became more and more difficult for them to lose by aliena- 
tion. They had representation in Parliament—four members 
of their own in a House of 80—and generally one of their 
own race in the Ministry. As a matter of policy—the wisdom 
of which is again apparent ,to-day—no member of the 


* European people. 
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native race ever held office as Native Minister until the 
appointment of Sir Apirana Ngata in 1928. (Sir James 
Carroll, a half-caste, was for a short time Native Minister, 
but he was then representing a pakeha constituency.) 

During the wars the old Maori social system suffered 
gravely, and the chiefs lost their influence or mana over 
their people. The pakeha have since shown increasing 
solicitude for the welfare of the remnant of the people; 
but it is clear that with all the good will in the world the 
Maori could never have survived in the strenuous in- 
dividualistic life of to-day without capable leadership 
from within their own ranks. Such leadership has not been 
plentiful. There have been many able men, but unless the 
leaders were also rangatira (or chiefs) they lacked the 
mana which is essential to impress their people and com- 
mand their respect. During the last fifty years capable 
leaders of the Maori people can be counted on the fingers 
of one hand—Heke, Buck, Pomare and Ngata are the 
outstanding leaders of the Maori renascence. All but Heke 
were pupils of the Maori secondary school at Te Aute. 
All were in turn members of Parliament. Heke, a scion 
of the family of the great Heke and of the loyal Ngapuhi 
tribe, died young, thirty years ago. Sir Maui Pomare, 
as native health officer and afterwards Minister of Health, 
formed a valuable political association with the long dis- 
affected tribes of the Maori “ King” Country. Dr. Buck 
(Te Rangihiroa) did valuable work in native hygiene, 
but his high scholarship called him away to academic 
posts of importance in the United States. 

Sir Apirana Ngata, who is about sixty years of age, is 
a member of the enlightened and loyal tribe of Ngatiporou 
(on the east coast), and, like the others, has a slight infusion 
of European blood. He had a brilliant scholastic career 
at Te Aute, at Canterbury University College, and at 
Auckland University College; graduated M.A. with 
honours in political science; proceeded to his LL.B. 
and gained legal experience in Auckland. Turning aside 
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from the certainty of a lucrative practice, Ngata devoted 
the whole of his great talents and energy to the renascence 
of his people. Convinced that this was bound up with the 
use of their lands, he applied his great ability, tact and 
patience to adapting the traditional communal organisa- 
tion of the Maori to the farming of their lands on the east 
coast. Besides this striking success he organised the Maori 
Councils provided for by legislation thirty years ago; 
acted on several royal commissions on Maori affairs, and 
eventually became a member of Parliament. Sir Apirana 
was a member of the Ward Government in 1909-12, 
and when the Liberals came back to power in 1928 his 
long parliamentary experience and his high standing 
with both races gave him unique authority in the counsels 
of the party. He has always been treated with great defer- 
ence by his colleagues, who had no qualms in departing 
from precedent and entrusting him with the Native 
portfolio. 

In the years that followed, Sir Apirana entered whole- 
heartedly into the development of his schemes for settling 
the Maori on their own lands. Parliament in 1929 and 
later gave him a freer hand in carrying out his policy, 
even dispensing with certain safeguards that are rigidly 
applied in other government departments. Sir Apirana 
was determined not to be hampered by departmental 
restrictions. In a memorandum issued at the inception 
of his policy he wrote :— 

I should hate to see the policy hampered or wrecked by red tape 
in matters within the scope and under the control of the depart- 
ment ... I am determined not to brook red tape from the 


department or delays from the boards or fancy stuff from the 
supervisors, 


The Royal Commission considered that the schemes 
under review, numbering 76 and spread over a large part of 
the North Island, were 


a very substantial part of a movement to create a new life and 
culture for the members of the Maori race . . . the administration 
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must be patient, sympathetic and friendly . . . In relation to the 
native land problem, the tribes, divisions of tribes, and religious 
sects among the tribes have held, and hold, diverse views. ‘The 
Minister’s approach to the problem of securing the general acceptance 
of a policy of native land development subject to a charge was 
therefore one of difficulty and delicacy . . . The psychological 
factors in the situation, which he recognised, were the result of 
tribal habits of thought and feeling to which he was himself subject. 
These habits involved a care of his own tribe and the support of 
those of other tribes who assisted him ... Influenced by his 
own success in the field and by his enthusiasm he launched scheme 
upon scheme without any reasonable regard, as a Minister of the 
Crown, to the need for properly accounting for State funds. 


In the early days, Sir Apirana showed unswerving 
loyalty to the native leaders and held their co-operation, 
but his personal position made it difficult to fulfil his 
duties as a Minister of the Crown. In fact, he could not 
entirely throw off the old tribal feeling. While he tended 
later to support the native point of view every time as 
against the white overseer, he also unconsciously favoured 
his own and kindred tribes to the disadvantage of others. 
His disregard of the usual departmental channels naturally 
led to loose methods of accounting for money and stores. 
In the administration of unemployment relief Sir Apirana 
was able to claim some superiority over the pakeha on 
the ground of economy, though it was held that here 
again the members of certain tribes were helped at the 
expense of others. 

The tabling of the report led naturally to a debate in 
the House. On November 7 the Leader of the Opposition 
(Mr. M. J. Savage, Labour) moved the following motion 


of censure :— 


That this House expresses grave alarm at the irresponsible methods 
adopted in the administration of the Native Department as disclosed 
in the report of the Native Affairs Commission, and is of opinion 
that the Cabinet failed in its duty by not immediately accepting its 
collective responsibility to safeguard public funds and the welfare 
of the native race when advised of the position by responsible officers 
of the Crown. 
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The Deputy-Leader of the Opposition (Mr. P. Fraser) 


declared that it was overwhelmingly clear that for over two 
years the Government had known that things were not 
as they should be, that they had been urged to take action, 
but failed to do anything effective—with this miserable 
result. The Prime Minister having declared the motion 
one of no-confidence, the voting proceeded on the usual 
party lines, the motion being defeated by 36 votes to 22. 
Though it was admitted that in view of the revelations 
the Minister must resign his portfolio—which he did when 
the report was tabled—yet the resignation was received 
with genuine regret. It is recognised that there is no other 
leader in sight who can take up the task with anything 
like the influence that Sir Apirana exercises, and that 
though he is no longer in office his mana is necessary to 
carry on a policy which, with all its faults of administration, 
is of vital importance to the future of the Maori people. 
In his statement in the House Sir Apirana justified his 
efforts to keep the Maori on the land and tide them over 


their economic and social depression. The old tribal 
psychology of the Maori came out in a spirited defence 
of his own tribe :— 


If there is any section of the Maori people that has a grouch 
in regard to the tone of this report it is the tribe of which I am 
born and proud. They don’t deserve that; they deserve the 
commendation of New Zealand for the part they have played in the 
reformation of the Maori race . . . The Ngatiporou was one of the 
tribes that did not sponge on the Government. _ Its first contribution 
from the civil list was after the earthquake and when the potato crops 
failed through drought .*. . I will continue to do my best for the 
Maori. But let no pakeba throw mud at my tribe! ... I want to 
ask members of this House . . . how many of them during the last 
three or four years have been doing their best and using their personal 
influence to keep men on the land and the mortgagee off the land ? 

If there is any credit to be obtained from the fact that every 
one was doing this thing, then a little credit must be given to the 
Native Minister in regard to the land of his own people. 


It was reassuring to learn from the Prime Minister that 


451 





New Zealand 


Sir Apirana’s influence and energy would still be devoted 
to the furtherance of the work. Mr. Forbes told the 


House that he himself would assume the Native portfolio, 
and added :— 


Sir Apirana has promised to do his best to co-operate with us in 
bringing to fruition the great work he was not able to conclude. 
He is still leader of the Maori people, and they still look to him for 
guidance. Without him our native policy must fail, and I am glad 
he is going to work with me. 


The feeling in the press was almost unanimously one of 
regretful disappointment. The retiring Minister, as the 
Auckland Star says, “is liked, respected and admired by 
Europeans as well as by Maori.” The Christchurch 
Star remarks on his known integrity and says that “ he 
seems to have exercised an overlordship which in view of 
the homage rightly paid him by his people was exactly the 
thing needed to inspire them with the new ideal.” And 
the Otago Daily Times says :-— 


At the time when he retires under a cloud from Ministerial 
office it is only just that the great service which he has rendered to 
the country in inculcating in the Maori youth a sense of the value of 
self-reliance and industry should be fully recognised. His leadership 
has been a valuable factor in the creation among the natives of an 
attachment to agricultural pursuits and ofa spirit of genuine hopeful- 
ness where otherwise a despairing helplessness might have existed. 


A pleasing outcome of the whole unhappy episode is the 
realisation of the unswerving will of the pakeha people to 
base the Maori firmly on their own land, and the sympa- 
thetic good will that is shown to exist between the two 
races. 


IV. Tue Lire or PArLiAMENT 


ARLY in the session Parliament carried out the known 
determination of the Government to increase the 
normal life of Parliament from three to four years. By 
section § of the Finance Act of 1932 the term of the present 
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Parliament was extended from the end of 1934 to the end 
of 1935. ‘The opinion was then expressed that the normal 
term should be four years, but the suggestion always met 
with strong opposition from Labour and a few Independents. 
The general criticism was that, the present Parliament 
having extended its term, it might well leave the general 
question until the public had had an opportunity of saying 
yea or nay at the elections next year. The Electoral 
Amendment Bill (No. 2) was, however, passed on October 4 
by the stereotyped majority of 36 to 25. 

The usual pre-election rumours of an early dissolution 
have been rampant for the last year or so. The only 
comment that is apt is that the New Zealand House for 
almost fifty years has never been dissolved except at the 
normal date on effluxion of its term ; and there is certainly 
no obvious reason why there should be a departure from 
precedent this year. There is every indication, too, that 
the coalition of the Reform and United parties, which has 
subsisted since September, 1931, will continue, the parties 
going to the country at the end of 1935 as a coalition. 


V. Empire Derence 


ONSIDERABLE interest was taken in the visit to the 

Dominion of Sir Maurice Hankey, Secretary of the 
Committee of Imperial Defence, who was accompanied by 
Sir George Pearce, Australian Minister of External Affairs 
and Territories. During the week that he spent in New 
Zealand Sir Maurice had important conferences with the 
Government and the defence authorities. In the unsettled 
state of Pacific relations at the moment this visit was 
welcomed, and the public learned with satisfaction that 


steps are being taken to improve our defences, especially 
the air arm. 


New Zealand. 
December 20, 1934. 
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